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I've  decided  to  change  the  rules.  From  now  on,  threats  will  be  afraid  of  me. 

Dynamic  Networking  from  AT&T  analyzes  real-time  traffic  over  the  AT&T  network  to 
predict  security  threats  before  they  become  security  breaches.  With  firewalls  and 
intrusion  protection,  the  AT&T  network  provides  Anthony  with  a  front  line  of  defense 
and  the  confidence  to  take  his  network  wherever  he  needs.  With  real-time  reporting 
of  security  issues,  potential  threats  are  on  Anthony's  radar,  but  not  on  his  network. 
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Your  world.  Delivered.' 7  ’  , 


Sun  Microsystems  has  countless  printers, 
but  only  one  output  management  services  provider.  Xerox. 
By  trusting  our  expertise  they’re  free  to  focus  on  theirs. 

There’s  a  new  way  to  look  at  it. 


XEROX. 

xerox.com/learn  1-800-ASK-XEROX  ext.  learn  |  Technology  |  Document  Management  |  Consulting  Services  | 


©  2004  XEROX  CORPORATION.  All  rights  reserved.  XEROX®  and  There's  a  new  way  to  look  at  it  are  trademarks  of  XEROX  CORPORATION.  Sun  Microsystems  is  a  registered  trademark  of  Sun  Microsystems,  Inc.  Used  with  permission. 


ESPN’s  Executive  VP  of  Technology 
Chuck Pagano:  “I’m  pushing  everyone 
toward  the  same  strategic  mission.” 


Dave  Girouard,  general 
manager.  Google  enter¬ 
prise  division,  says  the 
Web  applications  your 
employees  are  using  at 
home  are  raising  their 
expectations  for  the  appli 
cations  they  use  at  work. 
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WHO  OWNS  THE  INTERNET? 


We  have  a  map  that  shows  you.  Specifically,  it 
shows  just  about  every  router  on  the  North 
American  backbone  (there  are  134,855  of  them). 

If  you’re  concerned  about  Net  neutrality,  check  it 
out.  It  appears  on  CIO  Senior  Writer  Ben  Worthen’s 
blog,  Net  Effect.  To  find  the  map,  go  to  blogs.cio.com 
/neteffect  and  look  for  “Who  owns  the  Internet?” 


With  Sybase®  software,  Hyundai  Department  Stores  created 
a  point-of-sale  solution  that  eliminates  cash  registers  and: 


3  Processes  credit-card  transactions  from  anywhere  in  the  store 
O  Reduces  total  point-of-sale  hardware  costs  by  40% 

□  Greatly  improves  sales  tracking  across  the  13-store  network 


Want  to  see  the  future  of  retail?  Where  customers  receive  personalized  shopping  experiences.  And  in  return,  show  their  loyalty  through  more  return 
visits  and  higher  purchase  totals.  It’s  happening  now  at  Hyundai  Department  Stores  in  South  Korea.  Thanks  to  Sybase  Adaptive  Server®  Anywhere 
and  SQL  Anywhere®  software,  this  13-store  chain  has  an  information  edge  that  enables  salespeople  to  better  assist  customers,  check  inventories 
and  capture  signatures  on  the  spot.  It's  changed  the  way  customers  view  Hyundai.  And  it’s  causing  many  companies  to  view  Sybase  software  as 
something  they  can’t  live  without,  www.sybase.com/infoedge3 

Copyright  ©2006  Sybase,  Inc.  All  rights  reserved.  Sybase,  the  Sybase  logo,  Adaptive  Server  and  SQL  Anywhere  are  trademarks  of  Sybase,  Inc. 

•  indicates  registration  in  the  United  States  of  America.  All  product  and  company  names  are  trademarks  of  their  respective  owners. 
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As  CIOs  reinvent  themselves 
and  their  IT  departments  to 
drive  innovation,  they  must 
avoid  alienating  the  people 
they  depend  on  to  make  it 
all  happen 


Ever  since  the  first  CIOs  ditched  their  pocket  protectors  and  shrugged  into  their 
executive  suits,  they’ve  yearned  for  parity  with  the  enterprise’s  other  business  exec¬ 
utives.  Now,  as  the  business  asks  CIOs  to  come  up  with  new  ways  to  make  money  and 
not  just  save  it,  that  day  has  finally  dawned. 

Exciting  times.  As  Executive  Editor  Christopher  Koch  writes  in  “The  Postmodern 
Manifesto”  (Page  50),  “CIOs  will  need  to  transform  themselves  into  innovation  lead¬ 
ers,  not  merely  infrastructure  stew¬ 
ards,  and  they  will  have  to  remake 
their  departments  in  that  image.” 

This  is  heady,  absorbing  stuff- 
innovating,  remaking  departments, 
rearchitecting  the  enterprise,  rein¬ 
venting  the  CIO  role— but  in  all  the 
excitement,  CIOs  need  to  remember 
that  these  changes  may  not  be  all  that 
much  fun  for  their  IT  staff.  As  New 
York  Life  CIO  Judith  Campbell  told  Koch,  “Moving  to  the  innovation  group  isn’t  a  nat  ¬ 
ural  career  path  for  many  [IT]  people.  They  tend  to  like  technology  more  than  they  like 
processes.”  But  focusing  on  business  processes,  on  improving,  enhancing  and  stream¬ 
lining  them,  is  becoming  IT’s  number-one  job.  As  Dow  Chemical  CIO  David  Kepler 
says,  IT  has  to  “be  allied  with  the  company  first  and  technology  second.” 

What  happens  to  the  people  who  find  the  part  of  their  jobs  that  they  like  best— pro¬ 
gramming,  for  example— outsourced  in  order  to  free  them  up  to  do  process,  or  tacit 
work  (the  new  buzzword)?  The  CIO  knows  this  change  is  good  for  IT  and  good  for  the 
business,  but  the  truth  is,  it  may  not  be  good  for  the  individual. 

Change  is  hard.  People  get  hurt.  And  then  they  leave.  As  Koch  writes,  “CIOs  will  need 
all  the  leadership  skills  they  can  muster  to  manage  this  shift  without  driving  their  most 
experienced  people  away.” 

What  a  leader  needs  to  be  able  to  do  in  this  environment  is  to  help  his  people  under¬ 
stand  where  all  this  change  is  leading  and,  most  importantly,  how  they  fit  in.  In  doing 
so,  as  Executive  Coach  columnist  Susan  Cramm  suggests  in  “The  Worst  Job  in  IT”  (Page 
30),  a  CIO  “can  add  meaning  and  context  to  [his  employee’s  daily]  work.” 

Without  doing  that,  without  providing  his  or  her  employees  with  that  meaning  and 
context,  a  CIO  may  discover  that  when  he  yells,  “Charge!”  and  begins  dashing  up 
Transformation  Hill,  no  one  will  be  following  him. 


This  is  heady,  absorbing 
stuff— innovating,  remaking 
departments,  reinventing 
the  CIO  role— but  in  all  the 
excitement,  CIOs  need  to 
remember  that  these  changes 
may  not  be  all  that  much 
fun  for  their  IT  staff. 


drosenbaum@cio.com 
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Convergence,  meet  the  new  guy. 

Finally,  the  world  has  a  truly  converged  work  environment.  The 
OfficeServ™7200  platform  from  Samsung's  Business  Communication 
Systems  integrates  voice,  data,  VoIP,  analog,  digital  and  LAN  and 
delivers  them  all  via  wireline  and  wireless  technologies.  With  wireless 
in  the  mix,  employees  can  remain  connected,  efficient  and  productive 
throughout  your  business.  Even  when  they're  away  from  their  desks. 
Now  that's  convergence.  Complete  convergence. 
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All  hail  the  new  guy. 

For  more  information  visit  www.samsungbcs.com/OS7200 
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E-Mail  Addiction 

The  first  step  is  to  admit  you’re  powerless 


I  recently  read  an  article  in  a  business  magazine 
about  three  busy  executives.  The  writer  of  the 
piece  asked  them  how  many  e-mails  they  typically 
receive  in  a  day.  They  said  they  average  about  150. 

One  hundred  and  fifty?!  How  does  that  qualify 
as  busy?  By  lunch,  I’ve  usually  received  well  over 
200  e-mails.  I’ve  been  averaging  about  450.  Some 
people  I  know  get  more. 

Recently,  I  had  an  e-mail  epiphany.  It  was  trig¬ 
gered  when  I  missed  two  calls  from  my  boss.  And, 
consequently,  a  meeting.  How  did  I  miss  them?  It  was  the  11th  e-mail  syndrome. 

With  my  BlackBerry  font  set  to  eight,  my  screen  displays  10  e-mails.  But  the 
e-mail  from  my  boss  was— thanks  to  Murphy’s  Law— 11th  in  the  queue.  Out  of 
sight,  out  of  mind. 

All  this  made  me  reflect  on  my  e-mail  management  strategy. 

I  didn’t  have  one. 

I  wasn’t  managing  e-mail.  E-mail  was  managing  me. 

My  inbox  is  cluttered  with  useless  e-mail  newsletters  that  I  have  subscribed 
to  over  the  years  but  have  never  read.  Then  there  are  the  strings  that  have  noth¬ 
ing  to  do  with  me.  I  spend  an  average  of  30  seconds  on  each  piece  of  mail,  or 
nearly  four  hours  a  day.  That’s  half  of  an  average  work  day. 

Something  had  to  be  done. 

So  I  did  it. 

I  found  the  “unsubscribe”  button  on  the  majority  of  those  newsletters  and,  like 
the  “easy”  button  on  those  Staples  commercials,  I  pushed  it. 

I  still  get  more  e-mails  than  those  “busy”  execs,  but  now  I  am  down  to  about 
200  incoming. 

If  I  could  just  train  myself  to  use  the  phone  more,  or  start  writing  notes  by 
hand,  I  know  the  quality  of  my  life  would  improve. 

Write  me  a  handwritten  note  if  you  have  some  thoughts  on  how  to  break  the 
e-mail  addiction:  Gary  Beach,  CIO  Magazine,  492  Old  Connecticut  Path,  Fram¬ 
ingham,  MA  01701. 

I  look  forward  to  writing  back  to  my  new  pen  pals. 
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It's  fundamental  to  your  business.  Are  you  leveraging  your  location  data? 


Customer  addresses,  time  zones,  office  facilities,  service  areas,  political  boundaries,  critical  shipments, 
utility  networks,  field-workers,  real  estate,  mobile  assets,  and  warehouses — location  is  mission  critical 
in  every  organization. 

By  leveraging  the  location  information  that  is  inherent  in  your  information  systems,  you  can  manage 
your  organization  more  efficiently  and  cost-effectively,  helping  you  gain  a  competitive  advantage. 

ESRI  technology  is  a  standards-based,  scalable,  and  interoperable  platform  that  can  exploit  location 
data  in  your  business  processes.  With  ESRI  geographic  information  system  (GIS)  technology,  you  can 
make  location  information  and  analysis  available  to  the  people  in  your  organization — at  all  levels — 
who  need  it  most. 


To  learn  more  about  leveraging  your  location  data,  please 
visit  www.esri.com/it  or  call  1-888-373-1192. 

You  have  the  location  information;  put  it  to  work  for  you. 


Copyright  O  2005  ESRI.  All  rights  reserved.  The  ESRI  globe  logo,  ESRI,  ArcMap,  www.esri.com,  and  Arclnfo  are  trademarks,  registered  trademarks,  or  service  marks  of  ESRI  in  the  United  States,  the  European  Community,  or  certain  other  jurisdictions. 


INTELLIGENCE 

Better  answers,  faster. 


ENTERPRISE  INTELLIGENCE  PLATFORM 

DATA  INTEGRATION 

INTELLIGENCE  STORAGE 

BUSINESS  INTELLIGENCE 

ANALYTICS 


Challenged  with  balancing  efforts  to  support  strategic  initiatives  while  still  lowering  operational 
costs?  SAS  takes  you  beyond  traditional  Bi  query  and  reporting  to  a  higher  level  of  shared 
decision  making  that  drives  innovation.  Our  fully  integrated  Enterprise  Intelligence  Platform  sets  the 
foundation,  linking  technologies  for  data  integration  and  storage,  reporting  and  analysis.  Proven 
software,  industry-specific  solutions  and  domain  experience  extend  the  value  of  your  investment. 
Bridging  the  gap  between  what  you  have  -  growing  expectations  to  deliver  a  return  on  investment 
-  and  what  you  want  to  achieve  -  increased  profits,  reduced  risk  and  improved  performance. 

Want  Proof?  Find  out  why  SAS  is  at  work  in  96  of  the  top  100  companies  on  the  FORTUNE 
Global  500"1  —  with  customer  retention  rates  exceeding  98%  annually  for  30  years. 


[  www.sas.com/innovation  •  Free  white  paper 


SAS  and  all  other  SAS  Institute  Inc.  product  or  service  names  are  registered  trademarks  or  trademarks  of  SAS  Institute  Inc.  in  the  USA  and  other  countries.  ®  indicates  USA  registration.  Other  brand  and  product  names  are  trademarks  of  their  respective 
companies.  ©  2006  SAS  Institute  Inc.  All  rights  reserved.  378042US.0406 
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NEW  *  HOT  *  UNEXPECTED 


outsourcing  In  January,  San  Diego 
awarded  a  seven-year  outsourcing  contract  worth 
approximately  $650  million  to  Northrop  Grumman 
Information  Technology  to  run  the  county’s  IT 
operations.  It’s  the  second  such  deal  for  San  Diego. 
The  first— a  1999  deal  with  Computer  Sciences 
Corp.— was  heralded  as  a  test  of  whether  wholesale 
outsourcing  would  work  for  local  government  but  is 
mostly  remembered  for  the  controversy  it  generated 
over  costs,  service  levels  and  a  problematic  ERP 
rollout.  At  the  height  of  the  troubles,  the  county 
threatened  to  hold  CSC  in  breach  of  contract. 

This  time,  it’s  going  to  be  different.  Or  will  it? 

David  Perara,  an  independent  analyst  who  previ¬ 
ously  led  Meta  Group’s  price  benchmarking  group, 
says  commercial  companies  also  struggle  with  large 
outsourcing  deals,  and  the  second  experience  is  usu¬ 
ally  better  than  the  first.  A  problem  with  the  first 
San  Diego  deal  was  a  lack  of  sufficient  detail  in  the 
contract  regarding  prices,  responsibilities  and  serv¬ 
ice  levels.  (To  find  out  more  about  San  Diego’s  past 
outsourcing  troubles,  see  www.cio. com/050106.) 

The  county  appears  to  have  corrected  that  problem, 
according  to  outsourcing  experts  who  reviewed  the 
Northrop  Grumman  contract.  “They  clearly  learned 
the  importance  of  defining  the  service  responsibili- 

Continued  on  Page  14 


What  to  Do  with  All  Those  Business  Cards 


wireless  telephony  The  ritual  is  similar  the 
world  over:  Two  executives  meet  and  exchange  business  cards. 
But  if  you’re  an  executive  in  China,  it’s  just  become  easier 
to  transfer  that  information  into  your  electronic 
Rolodex.  A  new  Motorola  phone,  available 
in  China  and  Hong  Kong,  packs  a 
2  megapixel  camera  that  doubles  as 
a  business  card  scanner. 

The  clamshell-style  phone,  called  Ming, 
is  the  first  Motorola  handset  to  incorporate 
the  card-reader  function,  says  Feizhou  Guo,  a 
Motorola  spokesman  in  Beijing.  The  device, 


which  costs  about  $500,  also  includes  a  suite  of  applications, 
including  a  document  viewer,  an  e-mail  client,  a  calendar  and  a 
contact  list  that  lets  users  assign  digital  photographs  and 
specific  ring  tones  to  contacts. 

Users  can  input  Chinese  characters  using  the  Ming’s 
stylus  and  character-recognition  software.  The  software 
allows  for  characters  to  be  entered  using  a  range  of 
methods,  including  the  Pinyin  system  for  transcribing 
Chinese  words  using  the  Western  alphabet.  Other 
features  include  an  FM  stereo  radio  receiver,  a  built- 
in  music  player,  a  speakerphone  function  and 
support  for  Bluetooth.  -Sumner  Lemon 
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A  Fight 
About  Rights 
to  Copy  ■ 

online  media  From  the  music  industry's  early  entanglements  with 
Napster  to  Sony  BMG’s  recent  release  of  CDs  that  created  security  holes  on  con¬ 
sumers’  PCs,  the  transition  from  CDs  to  online  music  has  been  full  of  sour  notes. 

Only  now,  in  addition  to  bemoaning  the  behavior  of  music  consumers,  the 
entertainment  industry  is  pointing  fingers  at  the  companies  that  make  digital 
rights  management  (DRM)  technology.  DRM  defines  how  digital  content  such 
as  music,  video  clips  and  movies  is  distributed,  and  controls  consumer 
access  to  it.  Right  now,  different  consumer  devices  support  different  DRM 
standards— making  for  a  costly  and  complex  quandary  for  content  providers: 
Which  horse  to  ride?  (To  find  out  how  media  behemoth  ESPN  is  coping  with 
the  problem,  see  “Game  On,”  Page  60.) 

Consumers  generally  decry  DRM  safeguards  because  they  interfere  in  sharing 
content  between  a  PC,  iPod  or  mobile  phone.  There’s  also  the  issue  of  performance: 
Recent  MP3  testing  by  CNET  showed  that  audio  playback  with  Microsoft's  DRM- 
protected  software  resulted  in  up  to  a  25  percent  loss  of  battery  life;  conversely, 
iPod  users  can  get  8  percent  more  playtime  running  non-DRM-protected  tunes. 

“We’d  like  nothing  more  than  for  you  to  be  able  to  download  or  transfer 
music  securely  between  your  phone,  your  home  and  work  PC,  a  couple  of 
your  players  and  your  home  Hi-Fi  system,  for  example,”  says  John  Kennedy, 
chairman  of  the  International  Federation  of  the  Phonographic  Industry,  the 
trade  body  that  represents  record  labels  worldwide,  during  a  recent  BBC 
online  chat.  “It’s  the  technology  companies  that  hold  the  key  to  achieving 
this.  They  need  to  make  proprietary  systems  interoperable  with  each  other." 

On  the  other  hand,  says  David  Rossien,  a  principal  with  management  con¬ 
sultancy  Adventis,  music  industry  executives  have  yet  to  articulate  a  vision 
for  online  music,  or  a  plan  for  achieving  it.  “They’re  still  trying  to  figure  out 
how  it’s  all  going  to  happen,”  he  says.  -Thomas  Wailgum 


Good  Spying  Versus  Bad  Spying 


privacy  A  survey  of  889  individuals  by  the  Ponemon  Institute  found  that  a 
majority  of  people  don’t  mind  being  spied  on  in  certain  situations. 

For  example,  66  percent  don’t  mind  when  their  customer  service  calls  are 
recorded,  and  57  percent  don’t  care  if  the  boss  keeps  tabs  on  their  e-mail  and  Web 
surfing  at  work.  In  addition,  57  percent  think  it’s  OK  for  the  police  to  use  hidden 
cameras  to  monitor  traffic. 

However,  71  percent  of  those  surveyed  are  against  both  government  wiretapping 
of  telephones  and  spyware  that  monitors  their  online  browsing  or  shopping. 

Respondents  said  their  opinions  about  surveillance  are  most  influenced  by 
whether  there  is  legal  protection  or  recourse  against  abuses  by  the  organizations 
conducting  the  surveillance.  -Elana  Varon 
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ties  between  themselves  and  the  service 
provider,”  says  Perara. 

For  instance,  the  county  has  created 
59  line  items  to  delineate  responsibilities 
for  running  the  help  desk.  Among  those 
responsibilities,  Northrop  Grumman  must 
produce  and  submit  help  desk  solutions 
and  service-level  requirements,  and  the 
county  has  responsibility  for  reviewing 
and  approving  them. 

Consistent  with  commercial  best  prac¬ 
tices,  the  contract  also  breaks  out  pricing  for 
services  into  components.  Desktop  mainte¬ 
nance  costs,  for  example,  are  broken  out 
into  hardware,  software  and  printer  mainte¬ 
nance,  among  other  line  items.  The  first 
contract  included  only  a  lump  sum  annual 
service  charge,  Perara  says. 

But  while  it’s  generally  better  to  provide 
more  detail  than  less,  the  county  may  have 
overcorrected  in  some  spots,  particularly  in 
the  voluminous  details  concerning  service- 
level  definitions.  A  152-page  document 
defines  the  operational  services  and  76  min¬ 
imum  acceptable  service  levels,  each  with 
its  own  penalty  (transaction  response  time 
has  nine  service  levels  associated  with  it, 
and  desktop  repair  has  15). 

“You  should  only  define  the  service  levels 
that  are  truly  important  and  provide  suffi¬ 
cient  incentive  for  the  vendor  not  to  miss 
them,”  says  Adam  Strichman,  vice  presi¬ 
dent  of  outsourcing  advisory  firm  Nautilus 
Advisors.  With  so  many  service  levels  in  the 
new  contract,  he  says,  the  contractor  would 
have  to  miss  many  service  levels  at  the  same 
time  before  a  major  financial  deterrent 
would  become  evident. 

Another  red  flag:  The  contract  with 
Northrop  Grumman  stipulates  flat  unit 
pricing  for  the  duration  of  the  relationship. 
Fixed  prices  make  the  customer  happy  early 
on,  says  Strichman,  when  they’re  paying  less 
than  market  rates.  But  as  the  deal  is  renegoti¬ 
ated  over  time,  service  delivery  can  suffer. 
Most  commercial  customers  avoid  lengthy 
fixed-price  deals,  says  Perara.  But  many 
government  entities,  which  value  predict¬ 
able  costs  more,  still  gravitate  toward  them. 

-Stephanie  Overby 
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MICROSOFT.COM/SECURITY/IT 

Microsoft 


Find  tools  and  guidance  to  defend  your  network  at  microsoft.com/security/IT 

Free  Tools  and  Updates:  Streamline  patch  management  ►  Antivirus  for  Exchange:  Download  a  free  trial  of  Antigen  for 
with  automated  tools  like  Windows  Server  "  Update  Services.  Exchange  and  arm  your  e-mail  server  with  powerful  multi-engine 
And  verify  that  your  systems  are  configured  for  maximized  protection  from  viruses,  worms,  and  inappropriate  content. 

security  with  Microsoft  Baseline  Security  Analyzer.  , 

►  Learning  Paths  for  Security:Take  advantage  of  in-depth 

Microsoft  Security  Assessment  Tool:  Complete  this  online  training  tools  and  security  expert  webcasts  organized 

free,  online  self-assessment  to  evaluate  your  organization's  around  your  specific  needs.  Then  test  your  security  solutions 

security  practices  and  identify  areas  for  improvement.  in  virtual  labs,  all  available  on  TechNet. 


Microsoft 


©  2005  Microsoft  Corporation.  Ail  rights  reserved.  Microsoft,  Antigen,  and  Windows  Server  are  either 
registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 
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In  China, 

More  Chips  Are 
in  the  Cards 
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rfid  China’s  Ministry  of  Public  Secu- 

rity,  which  oversees  the  country’s  police 

force,  plans  to  issue  more  than  1.3  billion 

lH 

new  resident  ID  cards  with  radio  frequency 

|f§, 

identification  (RFID)  chips,  according  to 

It 

In-Stat  China,  a  market  research  company. 

ns 

Based  on  the  number  of  cards  to  be 

ns 

issued,  the  rollout  represents  one  of  the 

largest  RFID  projects  in  the  world,  accord- 

mm 

m 

ing  to  Anty  Zheng,  research  director  at 

§g 

In-Stat  China. 

RFID  tags  can  send  and  receive  data  over 

short  distances.  As  a  result,  an  RFID  reader 

that  is  within  roughly  8  to  12  inches  of  a 

Mr 

■<¥ 

card  can  read  the  data  on  it,  Zheng  says. 

The  cards  are  used  to  store  basic  personal 

information,  such  as  the  cardholder’s  name 

■ 

and  birth  date. 

||| 

The  Chinese  government  has  so  far  issued 
102  million  of  the  cards,  and  plans  to  issue 

1 

more  than  300  million  per  year  for  the  next 

several  years,  the  ministry  said  in  March. 

til 

In-Stat  estimates  that  100  million  RFID 

i  • 

tags  were  sold  in  China  during  2005. 

The  company  expects  the  number  of  tags 

shipped  annually  in  China  to  rise  quickly  in 

coming  years,  hitting  total  sales  of  2.9  billion 

if 

tags  by  2009.  ID  cards  are  expected  to 

account  for  most  of  the  tags  used  through 

2008,  at  which  time  demand  for  RFID  tag 

use  in  retail  stores  is  expected  to  dominate 

the  market,  In-Stat  says. 

-Sumner  Lemon 
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Big  Company  IT  on  a 

Mid-Market  Budget 

management  report  IT  departments  in  mid-market  companies 
provide  many  of  the  same  services  as  those  in  large  enterprises,  but  without  access 
to  the  same  resources.  In  a  recent  series  of  reports  about  IT  management  in  small 
and  mid-market  businesses,  Gartner  suggests  that  CIOs  in  these  companies  can 
overcome  limitations  such  as  smaller  staffs  and  smaller  budgets  through  methods 
such  as  recruiting  versatile  employees,  outsourcing,  providing  staff  with  training 
and  other  “soft”  benefits,  and  disciplined  budgeting. 

John  Bace,  VP  and  research  director  of  public  policy  and  IT  at  Gartner,  suggests 
hiring  “versatilists”:  self-starters  who  are  good  at  collaborating  with  others  and 
who  are  willing  to  learn 


multiple  technologies. 

“They’re  more  useful  to 
the  entire  organization 
because  they  bring  a  port¬ 
folio  of  skills  rather  than 
just  one  finely  honed 
expertise,”  Bace  says. 

Outsourcing  also 
increases  flexibility  and 
the  range  of  skills  avail¬ 
able  to  a  company,  as  well 
as  increasing  its  ability  to 
scale  projects  up  or  down 
as  business  conditions 


The  Mid-Market's 
Management  Priorities 

How  smaller  companies  rank  their  priorities 
compared  with  large  enterprises 


Management  Small/Mid-Market 

Initiative  Companies 

' 

Large 

Enterprises 

Improving  IT  staff 
business  skills 

1 

4 

Reducing  IT  risk 

2 

1 

Improving  IT 
governance 

3 

3 

Integrating  business 
processes 

4 

7 

Replacing  or  integrating 
legacy  systems 

S 

9 

change.  But  while  Gartner 
strongly  recommends  out- 

SOURCE:  Gartner 

sourcing,  the  report  also  notes  that  mid-market  CIOs  are  reluctant  to  do  it  because 

they  don’t  understand  how  they  will  save  money. 

Meanwhile,  cross-training  internal  employees  in  a  variety  of  skills  is  a  way  to 
make  the  most  of  what  you  have.  This  can  include  rotating  job  assignments,  as  well 
as  courses  from  vendors  and  professional  organizations.  “Making  these  opportuni¬ 
ties  available  to  employees  gives  them  the  chance  to  feel  as  though  they  are  main¬ 
taining  their  professional  edge,”  says  Bace.  Soft  benefits  such  as  training  also  help 
attract  and  retain  staff  in  the  absence  of  higher  salaries.  Other  perks,  such  as  casual 
dress  and  flexible  work  hours,  "keep  employees  from  focusing  solely  on  the  bottom 
line  of  their  paycheck,”  he  adds. 

One  area  where  mid-market  CIOs  excel  is  in  budget  management,  because  they 
have  relatively  small  budgets  to  work  with,  Bace  says.  Careful  budgeting  ensures 
credibility  with  senior  management  and  increases  the  probability  of  getting  addi¬ 
tional  funding  for  key  IT  initiatives  like  improving  the  business  skills  of  IT  staff — 
the  number-one  IT  initiative  for  mid-market  CIOs,  according  to  Gartner. 

-Katherine  Walsh 
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You  know  that  the  only  way  to  succeed  is  by  serving  your 
customers  better.  But  what  organization  can  afford  to 
throw  endless  dollars  at  improving  the  customer 
experience?  With  RightNow,  you  don’t  have  to  make  a 
deal  with  the  devil. 

RightNow  provides  a  breakthrough  solution  that  lets  you 
enhance  your  customer  experience  while  reducing  costs. 
By  delivering  knowledge  at  every  customer  touchpoint, 
RightNow  helps  you  grow  your  business,  one  customer 


experience  at  a  time.  We’ve  enabled  more  than  a  billion 
successful  customer  interactions  for  our  clients  in  every 
major  industry.  Chances  are,  we  can  help  you,  too. 

Find  out  why  RightNow  leads 
in  client  satisfaction.  Download 
your  free  executive  summary  of 
CRMGuru’s  Solutions  Guide  at 
www.rightnow.com/toast  or  call 
us  toll-free  at  1.877.363.5678. 


RIGHT 

NOW 


WHATEVER  CHOICE  YOU  MAKE,  YOU’RE  TOAST. 


TECHNOLOGIES 


TRENDLINES 


A  SUPER-FAST  Computer  Gets  Faster 


research  IBM  has  developed  technology  to  speed  up 
the  way  large  computer  networks  access  and  share  informa¬ 
tion,  with  implications  for  solving  problems  such  as  issuing 
tsunami  warnings  and  improving  medical  research. 

Under  a  project  code-named  “Fastball,”  IBM’s 
ASC  Purple  supercomputer— the  third  most 
powerful  in  the  world— has  been  able  to 
achieve  102GBps  of  sustained  read-and- 
write  performance  to  a  single  file.  That’s 
the  equivalent  of  downloading  25,000 
songs  in  a  second  over  the  Internet, 
according  to  the  company. 

IBM’s  General  Parallel  File  System  soft¬ 
ware  was  used  to  manage  the  transfer  of  data 
between  thousands  of  processors  and  disk  storage 
devices.  IBM  said  it  had  to  enhance  the  software  in  several  areas 
to  handle  such  fast  data  rates.  For  example,  it  added  new  capa¬ 
bilities  to  orchestrate  the  flow  of  data  between  all  of  the  hardware 
components  in  the  system. 


“If  they  all  go  real  fast  at  the  same  time,  you  get  a  traffic  jam  and 
performance  goes  down,”  says  Chris  Maher,  director  of  high- 
performance  computing  development  for  IBM’s  Systems  and 
Technology  Group. 

ASC  Purple  is  housed  at  Lawrence  Livermore 
National  Laboratory.  IBM  supplied  the  com¬ 
puter  to  the  U.S.  Department  of  Energy  and 
the  lab  for  use  in  nuclear  weapons  research. 
In  the  Fastball  demonstration,  1,000  clients 
requested  a  file  at  the  same  time.  Through 
virtualization,  the  software  then  spread  that 
file  across  hundreds  of  disk  drives. 

Maher  says  this  kind  of  computing  could  be 
used  for  applications  such  as  a  tsunami  warning 
device  that  would  scrutinize  huge  amounts  of  informa¬ 
tion  from  the  ocean  and  analyze  it  quickly,  or  for  homeland  secu¬ 
rity,  to  scan  images  of  people  and  match  them  against  large 
databases.  Other  applications  could  include  medical  research  and 
online  gaming.  -Shelley  Solheim 


New  Flight  Plan  for  Airline  CIOs 


ON  THE  MOVE 

Financial  troubles  at  Delta, 
United  Airlines  and  JetBlue 
are  raising  the  profiles  of 


Todd  Thompson,  JetBlue 

CIOs  at  these  companies. 

In  March,  JetBlue's  Todd 
Thompson  was  promoted 
to  senior  VP  and  CIO.  He 
reports  to  the  low-cost  air¬ 
fare  provider's  CFO,  John 
Owen.  Thompson  first 
boarded  JetBlue  in  January 
2004  as  VP  of  IT  (replacing 


Jeff  Cohen,  JetBlue's  first 
VP  of  IT)  and  was  named 
CIO  last  year.  The  company 
also  promoted  Tim  Hickey 
from  director  of  IT  to  VP  of 
IT  operations.  He  reports 
to  Thompson.  The  appoint¬ 
ments  came  six  weeks 
after  JetBlue  announced  a 
$20  million  loss  for  2005. 

Also  in  March,  United 
CIO  Gary  Kelly  saw  his  role 
expand.  Senior  VP  of  Strate¬ 
gic  Sourcing  Rick  Poulton 
announced  his  resignation 
from  the  Chicago-based  car¬ 
rier,  and  Kelly  is  now  respon¬ 
sible  for  strategic  sourcing, 
continuous  improvement, 
industrial  and  process  engi¬ 
neering,  and  operations 
research  in  addition  to  IT. 
United  exited  bankruptcy  in 
February.  Kelly,  former  Sears 


Roebuck  CIO,  joined  United 
last  fall,  replacing  Nirup 
Krishnamurthy,  who  left 
United  to  join  asset  man¬ 
agement  services  provider 
Northern  Trust  as  its 
executive  VP  and  CTO. 

At  Delta,  Shirley  Bridges 
was  promoted  from  COO  to 
president  and  CEO  of  the 
airline’s  IT  subsidiary,  Delta 
Technology,  a  week  before 
Delta  released  its  2005 
earnings  in  February.  Bridges 
was  also  named  the  airline’s 
CIO.  Her  predecessor,  Brian 
Leinbach,  left  his  post  as 
senior  VP  and  CIO  of  Delta 
and  president  and  CEO  of 
Delta  Technology  late  in 
2005.  Bridges  is  the  third 
CIO  in  a  little  over  a  year  for 
Delta— Curtis  Robb,  who 
held  the  job  for  three  years, 


Shirley  Bridges,  Delta 

retired  April  2005. 

Steve  Kendrick,  a  recruiter 
with  Spencer  Stuart,  says  it’s 
common  for  airlines  to  look 
internally  for  talent  during 
trying  times.  “When  you 
need  someone  to  participate 
at  a  senior  level  in  a  time  of 
crisis,  you  want  someone 
who’s  credible,  understands 
the  business  and  has  good 
relationships  internally,”  he 
says.  -Meridith  Levinson 


cio.com 


Read  Meridith  Levinson’s  MOVERS  AND  SHAKERS  blog  for  the  latest  moves.  Find  it  at  blogs.cio.com. 
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automation  &  control  •  building  technologies  •  energy  &  power  •  financial  services  •  hearing  solutions  •  home  appliances  •  information  &  communication 
lighting  •  material  handling  •  medical  solutions  •  transportation  •  water  technologies  usa.siemens.com 


Who  helps  Business  travel  lighter 

with  new  communications  solutions? 


We  do 


You  know  what  it’s  like.  You’re  on  a  business  trip  and  it  seems  like 


you’re  hauling  around  half  your  office.  Your  cell  phone,  your  PDA, 
plus  a  suitcase  full  of  documents.  And  then  there’s  your  laptop,  which  can’t 
seem  to  connect  to  the  network  from  your  hotel.  Siemens  HiPath®  solutions 
enable  you  to  carry  just  one  device — and  you  decide  which  one.  So  you  can  stop 
overpacking  and  focus  on  your  business.  HiPath.  Total  Business  Communications. 


Interested?  Contact  us  at  www.usa.siemens.com/openscape 


SIEMENS 


Global  networ  <  of  innovation 
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Measuring  the  Impact  of  Software  on  Profits 


metrics  There’s  more  than  one  way  to  measure  the 
impact  of  software  investments.  Take  the  dispute  between 
SAP  and  Nucleus  Research  over  a  study  by  Nucleus  that 
challenges  SAP’s  claim  that  its  customers  are  “32  percent 
more  profitable”  than  companies  who  don’t  use  its  software. 

Nucleus  analyzed  81  public  companies  that  use  SAP 
and  found  that  they  are,  on  average,  20  percent  less  prof¬ 
itable  than  peers  that  don’t  use  SAP  products. 

The  research  company  collected  return  on  equity  data 
from  SAP  customers’  financial  reports  gathered  from 
Bloomberg.com  and  compared  the  findings  with  industry 
averages  provided  by  Hoovers.com,  a  business  informa¬ 
tion  website.  Among  the  SAP  customers  included  in  the 


research  are  Anheuser-Busch  (above  average),  DuPont 
(below  average),  Ericsson  (above  average),  Kraft  Foods 
(below  average)  and  Volkswagen  (below  average). 

William  Wohl,  a  spokesman  for  SAP,  says  the  study 
misrepresents  SAP  customers’  profitability  in  three 
ways:  The  sample  size  encompasses  only  “a  quarter  of 
1  percent”  of  SAP’s  customer  base,  and  thus  is  statistically 
invalid;  Nucleus’s  comparisons  to  industry  return  on 
equity  averages  are  inappropriate  because  they  don’t 
compare  companies  to  their  peers;  and  its  method  for 
calculating  those  averages  is  misleading.  -Al  Sacco 


The  Phone 
Is  Still 
Better 
than 
E-Mail 


customer  service  Email 
customer  service  was  worse  in  2005  com¬ 
pared  with  previous  years,  according  to  a 
JupiterResearch  study  released  in  March. 

Jupiter  sent  test  inquiries  to  255  U.S. 
businesses  with  websites,  234  of  which 
offer  customer  support  by  e-mail.  Twenty- 
five  percent  of  the  companies  answered 
the  e-mail  questions  within  six  hours.  But 
fewer  companies  met  the  six-hour  mark 
compared  with  previous  years:  In  2004, 

28  percent  of  companies  answered  within 
six  hours,  and  in  2003, 27  percent  did. 

In  the  2005  study,  20  percent  of  the 
companies  responded  between  six  and  24 
hours.  At  the  bottom  of  the  scale,  39  per¬ 
cent  of  companies  took  three  or  more  days 
to  reply  or  never  responded  at  all— more 
companies  than  in  previous  years. 


“Those  that  are  answering  e-mails  on 
average  are  doing  better,  but  unrespon¬ 
siveness  continues  to  rise,"  says  Jupiter 
associate  analyst  Zachary  McGeary. 

Slow  or  nonexistent  e-mail  replies  neg¬ 
atively  affect  a  company’s  revenue  and 
can  increase  a  company’s  expenses  as 
well  as  hamper  e-commerce,  he  says. 

For  example,  after  a  poor  customer 
service  e-mail  experience,  consumers 
might  sour  on  the  company  and  be  less 
inclined  to  buy  its  products  online  and 
offline.  They  might  also  tell  acquaintances 
about  the  subpar  treatment.  Snubbed 
online  shoppers  are  also  likely  to  attempt 
to  contact  the  company  via  phone,  adding 
to  customer  service  costs,  McGeary  says. 

Jupiter’s  research  indicates  that  con¬ 
sumer  e-mail  questions  will  increase  in 
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coming  years,  with  the  overall  volume 
expected  to  increase  23  percent  from 
2005  to  2006,  and  an  average  of  18  per¬ 
cent  a  year  between  2006  and  2010. 

Fewer  than  half  of  pol  led  sites  acknowl¬ 
edged  consumer  questions  with  an  auto¬ 
mated  response,  although  some  industries, 
such  as  music,  retail  and  travel,  fared  better 
in  this  category.  Financial  companies  were 
least  likely  to  send  acknowledgements. 

Failing  to  acknowledge  an  e-mail  with  an 
automated  response  violates  consumers’ 
online  service  expectations,  says  McGeary. 
For  example,  he  adds,  “You  don’t  expect 
receipts  from  e-mail  with  friends  or  family, 
but  you  do  with  retailers  because  online 
purchasing  requires  buyers  to  place  sensi¬ 
tive  information,  like  credit  card  numbers, 
on  the  Web.”  -Fred  O'Connor 
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CIO  in  Paradise 

We  are  MAS  Holdings  -  A  vertically  integrated  global  Apparel  Company  headquartered 
in  Sri  Lanka  with  a  turnover  of  USD  600  million  and  business  interests  spanning  over  10 
countries.  We  are  a  supplier  of  Intimate  apparel,  Activewear  and  Swimwear  to  renowned 
global  brands  and  our  strategic  partners  include  Victoria’s  Secret,  Triumph,  Gap,  Nike 
and  Speedo. 

We  are  looking  for  a  customer  focused  visionary  with  extensive  experience  in  opera¬ 
tions,  change  management,  and  SAP  at  a  senior  level  in  an  FMCG  or  “order  to  cash” 
environment  in  a  global  multinational  organization  with  a  turnover  of  USD  2  Bn. 


As  our  Chief  Information  Officer,  your  role  will  be  to  envision  and  articulate  the  infor¬ 
mation  needs  of  the  Company  to  help  us  align  and  technically  integrate  our  business 
strategy  with  that  of  our  strategic  partners. 

If  you  would  like  to  have  an  informal  discussion  about  the  role  please  contact  Deepthi 
de  Silva,  Director  Group  Human  Resources  on  +94  (077)  768-5495  or  send  in  your  resume 
to  cio@masholdings.com. 


All  inquiries  and  applications  will  be  treated  with  strict  confidentiality. 


www.masholdings.com 


A  Global  Hotel  Company  Analyzing  1.4  Million  Records  a  Day. 

Running  On  Microsoft  SQL  Server  2005. 
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How  does  Hilton  forecast  demand  for  its  370,000  rooms  and  its  catering  services?  They 
import  data  from  six  systems  into  one  data  warehouse  requiring  7  million  rows,  and 
running  on  SQL  Server™  2005  with  99.98%  uptime.*  See  how  at  microsoft.com/bigdata 


Microsoft* 

SQL  Server  2005 


How  do  you  Maximize  the  Value 
of  IT  to  the  Business? 

IT  is  still  one  of  the  most  misunderstood  functions  in  business.  The  CIO  Executive  Council,  a  profes¬ 
sional  community  developed  by  CIOs,  has  focused  its  members'  collective  effort  on  this  challenge. 

Their  initiative  has  resulted  in  groundbreaking  tools-the  IT  Value  Matrix  and  Knowledge  Center™-to 
help  leverage  the  value  of  IT  throughout  the  organization. 

The  IT  Value  Matrix  illustrates  the  principles  and  practices  essential  to  creating,  identifying  and 
communicating  IT's  value  to  the  enterprise.  Its  online  Knowledge  Center  provides  best  practices 
contributed  by  Council  members,  supplemented  by  case  studies  and  how-to  articles  from 
CIO  magazine  that  are  grouped  in  categories  that  correspond  to  all  the  components  of  the  Matrix. 


Visit  www.cioexecutivecouncil.com/it_value  to  get  your  own  copy  of  the  Matrix  and  to  watch 
the  IT  Value  webcast,  presented  by  Agriliance  CIO  and  Council  member  Steven  John. 


CIO  Executive  Council 

The  Professional  Organization  for  CIOs 


The  CIO  Executive  Council  was  created  by  readers  of  CIO  magazine  and  leaders  within 
the  community  of  CIOs  to  leverage  the  individual  and  collective  strengths  of  its  members 
both  to  serve  as  unbiased  and  trusted  advisors  to  each  other,  and  to  advance  the 
CIO  role  and  profession.  In  just  two  years,  more  than  300  CIOs  worldwide  from  various 
sectors  and  industries  have  identified  with  the  Council's  vision  and  committed  to  assist 
each  other,  cultivate  their  own  careers  and  those  of  their  team,  and  advance  the  role  of  the 
CIO.  To  inquire  about  membership,  visit  www.cioexecutivecouncil.com. 
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change  artists 


Host  John  Gallant 


The  CEO  and 
CIO  of  FedEx 

are  meeting 
on  May  9th. 

We  booked  the  room. 


Watch  “Change  Artists” 

A  conversation  on  strategy,  technology  and  change. 
With  FedEx  CEO  Fred  Smith  and  CIO  Rob  Carter.  A  live 
interactive  Web  event,  May  9th  at  11:00  a.m.  EST. 
Moderated  by  IT  journalist  John  Gallant.  Produced  by 
HP  and  broadcast  by  CNN  and  CIO  magazine. 
Sign  up  now  at  hp.com/go/changeartists 


“Change  Artists”  explores 
the  dynamic  pairing  of 
strategy  and  technology. 

We  invite  you  to  join  the  conversation. 

CEOs  and  CIOs  who  create  opportunity  are  change  artists.  “Change  Artists” 
is  a  live  Web  series  that  explores  how  they  do  it. 

On  May  9th  at  11:00  a.m.  EST,  we  will  feature  CEO  Fred  Smith  and 
CIO  Rob  Carter  of  FedEx. 


FedEx  Corporation  is  a  $31  billion 
global  transportation  and  logistics 
company.  More  than  260,000 
employees  and  independent 
contractors  worldwide  handle  more 
than  6  million  shipments  each 
business  day.  CEO  Smith  and  CIO 
Carter  will  explain  how  they’re 
staying  ahead  of  potential  issues 
with  those  6  million  shipments. 

They’ll  also  answer  your  questions  live. 

But  “Change  Artists”  goes  beyond 
the  CEO/CIO  conversation.  It’s 
a  program  designed  to  help  you 
manage— and  master— change. 

Log  on  to  hp.com/go/changeartists. 
You’ll  find  practical  ideas  from  CIO 


magazine.  Interactive  tools  that 
reveal  areas  of  change  in  your 
company,  designed  by  HR  As  well 
as  revealing  case  studies  on  Fortune 
500  companies. 

And,  of  course,  you’ll  get  the  latest 
thinking  on  key  issues  raised  during 
the  “Change  Artists”  program.  For 
example,  IT  consolidation. 

Consolidation  is  undergoing 
dramatic  change.  It’s  not  just  about 
cost  savings,  it’s  about  increasing 
business  value. 

The  “Change  Artists”  website  currently 
provides  a  detailed  overview  of  IT 
consolidation,  and  reviews  the  key 
elements  of  a  consolidation  program. 


You’ll  learn  about  companies  that 
have  moved  from  IT  as  a  cost  center 
to  IT  as  a  driver  of  business  value. 

“Change  Artists”  taps  into  executive 
insight,  industry  analysis,  and 
the  unique  perspective  of  global 
business  and  technology  leaders. 
The  goal:  to  help  inspire  your  own 
transformation  journey. 

Everyone  talks  about  change. 
“Change  Artists”  will  make  you  a 
leader  in  that  conversation. 

Get  started  at 
hp.com/go/cFiangeartists 


Produced  by:  Broadcast  by: 


change  artists 
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ESSENTIAL 


To  gain  the 
business-IT 
alignment 
promised  by 
service-oriented 
architecture,  CIOs 
have  to  focus  on 
process  and 
architecture— not 
just  technology 


FROM  INCEPTION  TO  IMPLEMENTATION- 1. T.  THAT  MATTERS 


SOA’s  True  Challenge— 

It  Ain’t  Technology 

BY  GALEN  GRUMAN 

I.T.  ARCHITECTURE  The  term  service-oriented  architecture  (SOA)  hadn’t  gained 
currency  in  2002  when  TrueCredit,  a  subsidiary  of  the  TransUnion  credit  verification 
agency,  began  deployment  of  an  enterprisewide  portal.  CIO  Scott  Metzger’s  goals  were 
simple:  Identify  the  business  processes  and  the  IT  functions  to  be  delivered  through  the  por¬ 
tal,  and  reuse  software  wherever  possible  to  reduce  development  cost  and  speed  deployment. 

But  Metzger  soon  realized  that  the  effort  was  about  more  than  this  one  application;  it 
was  an  excellent  excuse  to  begin  mapping  out  the  company’s  most  important  business 
processes  to  create  an  architecture  that  would  let  IT  develop  and  modify  the  supporting 
applications  easily  as  business  needs  changed.  Call  it  SOA  or  whatever  you  want,  says 
Metzger,  but  for  him,  the  shift  in  thought  that  began  with  the  portal  application  was  a  turn¬ 
ing  point  in  IT’s  relationship  with  the  business.  “[We  have]  a  much  closer  relationship  with 
business  [now].  It’s  a  great  way  to  unify  the  organization,”  he  says.  A  March  2006  survey 
by  CIO  and  Computer-world  shows  that  77  percent  of  enterprises  adopting  SOA  seek  greater 
business  flexibility. 


ILLUSTRATION  BY  ANASTASIA  VASILAKIS 
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essential  technology 


SOA’s  Technology  Underpinnings 

Although  service-oriented  architecture  (SOA)  is  not  about  technology,  technologies  can  help 
you  deploy  an  SOA.  While  there  are  many  good  products  available,  the  market  is  just  begin¬ 
ning  to  mature,  notes  Ron  Schmelzer,  a  ZapThink  senior  analyst.  That's  why  so  much  of  the 
supporting  systems  for  SOA  efforts  today  rely  on  human  effort,  such  as  having  a  project 
review  team  that  knows  what  services  already  exist  and  can  be  used  for  a  proposed  new 
project.  Still,  a  few  technologies  are  emerging  now  to  help  ease  the  SOA  effort: 

1.  Enterprise  service  bus  (ESB):  A  variation  of  an  application  server  or  EAI  platform,  an  ESB 
orchestrates  the  communication  among  services,  as  well  as  with  the  user  and  any  data 
sources.  "SOA  in  today’s  world  is  very  message-centric,”  says  Sandra  Rogers,  program  direc¬ 
tor  for  SOA,  Web  services  and  integration  at  IDC.  Some  large  enterprises  will  have  an  appro¬ 
priate  messaging  system  in  place,  she  says,  but  most  will  need  to  upgrade  their  systems  to 
adopt  current  standards  and  move  beyond  simple  data  transfer  and  application  integration. 

2.  Service  registry  or  repository:  This  database  system  tracks  the  various  service  compo¬ 
nents  available  for  reuse  and  publishes  available  services  to  business  analysts  and  external 
partners  so  they  know  what's  available.  For  example,  Sprint  Business  Services  makes  its  reg¬ 
istry  available  via  the  Web  to  encourage  use  of  its  services,  notes  Vijay  Musuvathy,  manager 
of  solution  architecture.  Unlike  a  traditional  database,  a  registry  must  also  store  the  context 
of  the  service,  which  defines  when  and  how  it  should  be  used,  in  the  form  of  metadata. 

3.  Master  data  management  systems  and  metadata  repositories:  These  two  categories  of 
products  help  enterprises  manage  their  data  in  the  same  distributed,  composite  way  that 
they'll  manage  business  logic  through  SOA  services.  This  ensures  that  data’s  meaning  is 
understood  by  all  services  that  use  it,  so  no  hidden  assumptions  end  up  corrupting  the 
results  that  services  deliver  when  using  or  generating  the  data. 

4.  User  interface  management:  In  a  few  years,  “the  biggest  development  will  be  the  whole 

user  interface  space,’’  says  I  DC’s  Rogers.  As  more  services  exist  in  everything  from  Web  por¬ 
tals  to  office  tools,  “everything  will  be  a  producer  or  consumer  of  a  service,"  and  managing 
the  user  interface  across  everything  will  require  a  service-oriented  approach  as  well,  she 
says.  The  emergence  of  asynchronous  Java  and  XML  (Ajax)  "is  a  start  but  it’s  not  enough"  for 
SOA’s  broad  reach,  Rogers  says.  -G.G. 


In  his  eureka  moment,  Metzger  also  real¬ 
ized  a  key  strategy  that  has  guided  his  SOA 
effort  ever  since:  “It’s  not  a  technology  road 
map  but  a  business  plan.  Find  a  way  to 
articulate  the  actual  business  process  inde¬ 
pendent  of  any  technology.  That  will  best 
protect  your  SOA  investment  in  the  long 
term.”  Since  2002,  Metzger  has  built  a  com¬ 
mon  portal  and  services  manager  to  deliver 
the  company’s  various  services— including 
credit  processing,  payments  management 
and  credit  monitoring— both  internally  and 
to  external  customers. 

The  importance  of  process  in  SOA 
means  CIOs  should  be  addressing  archi¬ 
tectural  issues  at  the  same  time  that  they 
consider  purchasing  or  implementing  SOA 
infrastructure,  says  Ron  Schmelzer,  a  sen- 

“SOA  is  not  a 
technology 
road  map  but  a 
business  plan.” 

-Scott  Metzger,  CIO,  TrueCredit 

ior  analyst  at  SOA  research  firm  ZapThink. 
“You  can  purchase  an  SOA  infrastructure, 
but  it  won’t  be  as  useful  as  it  can  be  unless 
an  architectural  plan  driven  by  business 
process  is  in  place,”  he  adds. 

That  focus  on  process  rather  than  on  spe¬ 
cific  technology  is  what  lets  an  SOA  deliver 
on  its  promise  of  true  IT-business  alignment. 
But  it  also  introduces  new  challenges  for 
CIOs— challenges  that  stretch  IT’s  abilities  in 
areas  that  have  been  chronically  under¬ 
developed:  process  and  architectural  plan¬ 
ning.  Their  staffs  will  also  be  stretched.  In 
short,  CIOs  who  expect  that  they  can  do  SOA 
the  same  way  they’ve  always  done  technol¬ 
ogy  implementations  risk  being  blindsided. 

CHALLENGE  1: 

Deploy  in  Pieces  But 
Create  a  Long-Term  Ran 

An  SOA  involves  years  of  effort  to  get  its 
ultimate  result.  That’s  why  respondents  to 


the  ClO/Computerworld  survey  cited  the 
challenge  of  shifting  to  an  SOA  architec¬ 
ture  while  meeting  current  business  needs 
as  the  top  concern  (63  percent). 

The  trick  is  to  not  deploy  SOA  all  at  once, 
because  by  the  time  most  “big-bang”  efforts 
are  completed,  the  business  needs  may  have 
changed  and  much  of  the  implementation 
will  be  outdated,  says  Sandra  Rogers,  pro¬ 
gram  director  for  SOA,  Web  services  and 
integration  at  research  company  IDC  (a  sis¬ 
ter  company  to  CIO’s  publisher).  Instead,  cre¬ 
ate  the  architecture  and  deploy  specific 
services  in  phases,  perhaps  by  focusing  on 


one  application  domain  at  a  time  or  choosing 
projects  based  on  business  urgency.  “You 
can  build  incrementally,”  says  Suzanne  Peck, 
CTO  of  the  District  of  Columbia.  In  1999, 
Peck  began  reorganizing  370  legacy  systems 
into  nine  functional  groupings  in  prepara¬ 
tion  for  a  new  SOA.  The  services  include 
both  new  code  and  Web-services-based 
interfaces  to  legacy  code,  as  well  as  new  com¬ 
posite  applications. 

But  until  you  develop  the  underlying 
architecture,  you  can’t  build  anything. 
“How  you’re  going  to  manage  version  2  [of 
your  services]  and  beyond  is  important  to 
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You  don’t  have  to  be  a  big  company  to  face  big  challenges.  Or  to  have  big  expectations.  That’s  why  thousands  of 


small  and  midsize  companies  around  the  world  maximize  their  advantage  with  flexible,  affordable  and  proven 


software  from  SAP.  Find  out  how  SAP,  together  with  our  network  of  qualified  channel  partners,  can  be  a  good  fit 


for  your  business  —  whatever  its  size.  Visit  sap.com, 
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'Among  Dun  &  Bradstreet,  Inc.  listed  companies  with  employee  n  umber  information.  Small  and  midsize  companies  are  defined  as  those  having  between  1  and  2,500  employees, 
and  include  customers  of  mySAP™  Ail-in-Oneand  SAP*  Business  One  solutions  sold  through  resellers. 


essential  technology 


think  through  up  front,”  says  Metzger.  “It’s 
important  to  understand  how  volatile  a  par¬ 
ticular  business  process  is.” 

Any  organization  implementing  an  SOA 
should  create  a  basic  architectural  model 
for  a  manageable  piece  of  the  business,  and 
then  apply  that  model  opportunistically  to 
individual  projects,  using  them  both  to  test 


the  model  and  to  deploy  the  SOA  in  pieces, 
says  ZapThink’s  Schmelzer.  That  architec¬ 
ture  includes  identifying  all  of  the  business 
processes,  the  interactions  among  them,  the 
specific  applications  and  functions  (exist¬ 
ing  and  needed)  to  deploy  them,  and  the 
flow  of  business  logic  and  data  to  execute  the 
business  processes.  Identifying  these  pieces 
lets  you  understand  common  functions  that 
can  be  standardized  across  all  processes,  as 
well  as  identify  the  compliance,  security  and 
management  requirements. 

Be  prepared  to  spend  up  to  a  year  doing 
the  initial  business  process  and  architectural 
analysis,  advises  TrueCredit’s  Metzger.  But 
that  extra  time  spent  up  front  will  pay  off 
exponentially,  he  says.  Today,  new  services  at 
TrueCredit  have  only  a  six-week  develop¬ 
ment  cycle.  At  the  District  of  Columbia,  some 
services  are  delivered  in  as  little  as  12  weeks 
(more  complex  ones  take  four  to  six  months). 

CHALLENGE  2: 

Take  Governance  Seriously 

Because  SOA  is  ultimately  about  creating 
and  managing  IT  processes  in  support  of 
business  processes,  governance  is  critical. 
“Development  organizations  are  used  to 
building  applications,  but  now  they  are 
assembling  parts,”  says  Dennis  Gaughan, 
research  director  for  IT  governance  at  AMR 
Research.  And  that  development  has  to  be 
done  in  a  standard  way— which  can  rub 
developers  the  wrong  way.  “SOA  takes  a  lot 
of  the  control  away  [from  individual  devel¬ 
opers],  so  you  get  resistance,”  says  John 


Stubbs,  CIO  at  Sony  Pictures  Entertainment, 
the  distribution  arm  of  Sony.  Sony  Pictures’ 
SOA  efforts  have  resulted  in  a  common  serv¬ 
ice  for  managing  the  licensing  rights  of 
movies  and  TV  shows  across  several  lines  of 
business  (including  DVD  sales  and  theatri¬ 
cal  releases)  affecting  39  business  units 
(including  legal  and  marketing).  The  IT 


group  is  now  using  the  SOA  to  deploy  com¬ 
mon  Web  services  for  its  SAP  Financials 
processes  like  accounts  receivable. 

A  way  to  enforce  the  SOA  principle  of 
reuse  is  to  have  a  review  board  that  evalu¬ 
ates  new  applications  to  ensure  they  are 
really  needed.  Sony  Pictures  and  True¬ 
Credit  both  use  such  a  board.  The  review 
board  should  include  the  CIO  or  CTO,  chief 
architect,  key  technology  and  process 
experts  from  IT,  and  key  business  analysts, 
says  IDC’s  Rogers. 

CHALLENGES: 

Rethink  Your  Talent  Pool 

In  addition  to  architecture  staff  that  develop 
and  manage  the  SOA’s  big  picture,  the  CIO 
will  need  a  development  staff  that  is  com¬ 
fortable  with  both  business  processes  and 
the  services  approach  to  developing  appli¬ 
cations.  And  business  experts  who  can  part¬ 
ner  with  IT  on  process  identification  and 
implementation  are  also  critical— the  CIO’s 
organization  can’t  do  it  all. 

“Retraining,  hiring  and  redeploying  are 
all  needed,”  says  Rogers,  so  most  CIOs  will 
bring  in  some  key  hires  experienced  with 
SOA  and  retrain  the  existing  staff  in  SOA- 
oriented  thinking.  “It’s  an  ongoing  process, 


Keep  Up  Online 


Technology  Editor  Christopher  Lindquist 
scours  the  best  of  what’s  on  the  Web  when 
it  comes  to  emerging  technology.  Read  his 
blog,  TECH  LINKLETTER,  at  blogs.cio.com. 
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so  start  out  small  and  do  a  lot  of  retraining,” 
says  TrueCredit’s  Metzger. 

CHALLENGE  4: 

Apply  SOA  Principles  to 
Your  Data  Too 

Often  overlooked  in  initial  SOA  efforts  is 
the  importance  of  treating  data— not  just 
application  functionality— as  a  service,  says 
ZapThink’s  Schmelzer.  In  an  SOA,  multiple 
services  residing  in  multiple  applications 
might  combine  to  execute  a  business 
process.  If  each  service  uses  different  data 
sources,  or  even  the  same  data  source  in 
different  ways,  the  results  might  not  be 
what  you  expect,  he  says. 

For  example,  Metzger  enforces  strict  sep¬ 
aration  between  services  that  access  and 
store  data  and  those  that  act  on  the  data, 
such  as  performing  calculations.  He  also 
keeps  presentation  services— those  that  for¬ 
mat  the  data  for  the  user  or  for  reports— 
separate  from  other  services.  This  helps 
ensure  that  all  services  have  the  same  con¬ 
text  for  a  specific  piece  of  data. 

THE  PAYOFF: 

Real  Business-IT  Alignment 

All  of  these  challenges  underscore  how  dif¬ 
ferent  SOA  is  from  traditional  enterprise 
technology  efforts.  The  CIO  must  put  the 
technologist  hat  to  the  side  and  become  an 
advocate  for  business  processes.  Better 
knowledge  of  those  processes  leads  to  bet¬ 
ter  technology  design,  which  reduces  the 
cost  of  maintaining  existing  systems— some¬ 
thing  that  now  accounts  for  70  percent  to 
80  percent  of  IT  budgets,  says  Schmelzer. 

“We’ve  been  talking  for  years  about  IT- 
business  alignment,”  says  IDC’s  Rogers. 
An  SOA  lets  you  actually  achieve  that 
goal— if  you  can  develop  the  architectural 
vision  and  execute  on  it  over  the  long  term. 
The  process  is  not  easy,  but  early  adopters 
like  Peck,  Metzger  and  Stubbs  would  never 
go  back  to  the  traditional  IT  approach.  “A  lot 
of  [D.C.]  government  would  not  work  with¬ 
out  SOA,”  says  Peck.  HE 


Galen  Gruman  is  a  San  Francisco-based  freelance 
writer.  Contact  him  atggruman@zangogroup.com. 


Don’t  deploy  SOA  all  at  once.  Instead, 
create  the  architecture  first  and  then 
deploy  specific  services  in  phases. 
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The  Worst  Job  in  IT 

Change  is  unstoppable,  and  CIOs  are  climbing  aboard.  Nice  for  them. 
But  they  risk  losing  their  staff  unless  they  communicate  better. 


For  as  long  as  I  can  remember,  there  has  been  a  tacit 
understanding  that  the  worst  job  in  IT  is  the  CIO’s. 
While  many  IT  professionals  do  their  work  guided 
by  the  principles  articulated  in  the  old  engineering 
adage,  “Cost,  quality  and  time— pick  two,”  CIOs  are  expected 
to  deliver  on  all  three. 

Well,  the  times  they  are  a-changing.  It  recently  occurred  to 
me  that  the  only  thing  worse  than  being  in  charge  of  an  IT 
organization  nowadays  is  not  being  in  charge.  Right  now,  driven 
by  their  need  to  respond  to  the  business’s  heightened  expecta¬ 
tions  of  what  IT  can  and  should  deliver,  and  their  own  under¬ 
standing  of  changing  business  and  technology  imperatives, 
CIOs  are  shaking  up  their  departments,  changing  the  rules  of 
governance,  architecture,  process,  costs  and  staffing  under 
which  they  operate.  (For  more  on  the  nature  of  this  change,  see 
“The  Postmodern  Manifesto,”  Page  50.)  CIOs  are  turning  up  the 
heat  on  their  organizations  to  make  it  all  happen. 

It’s  not  a  whole  lot  of  fun  being  on  the  receiving  end  of  all 
these  demands.  That  hit  home  for  me  last  week  while  facili¬ 
tating  a  planning  meeting.  The  strategic  challenge  came  down 
to  this:  How  can  an  overburdened  IT  staff  deliver  while  oper¬ 
ating  under  instructions  to  offload  their  work  to  external 
providers  when  the  governance,  architectural  and  process 
mechanisms  that  would  support  it  effectively  are  not  in  place? 

This  challenge  is  shared  by  most  IT  organizations  and,  in 
many  ways,  it’s  hampering  their  ability  to  execute.  Everyone 
knows  that  work  would  be  a  lot  easier  and,  for  now,  would  get 
done  better,  faster  and  cheaper  if  one’s  own  people  were  on 
point.  Most  IT  professionals  understand  that  organizational 
and  sourcing  changes  are  necessary  to  position  their  depart- 
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How  the  show  always  goes  on.  To  a  packed  house 

Whether  it  is  "Madama  Butterfly"  or  Michael  Buble,  every  ticket  at  Sydney  Opera  House  is  a  hot  one. 
That's  why  they  chose  HP  Integrity  servers  with  Intel®  Itanium®  2  processors.  Now  twelve  times  as 
many  customers  can  access  the  ticketing  system  simultaneously,  and  downtime  is  a  distant  memory. 
Norman  Gillespie,  CEO  says,  "Maintaining  our  reputation  is  crucial,  HP  Integrity  Itanium-based 
systems  help  ensure  our  customer  experience  is  virtually  flawless."  itanium-integrity.com 
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ments  for  the  future,  but  there’s  little  enthusiasm  within  the 
IT  department  for  this  transformation  because  the  changes 
are  being  done  to  them,  not  for  them. 

A  Day  in  the  Life 

Imagine  what  it’s  like  to  work  in  a  typical  IT  organization  today. 
Due  to  increased  demands  and  headcount  constraints,  people 
are  busier  than  ever.  Jobs  aren’t  as  much  fun  as  they  used  to  be 
because  individuals  have  less  control  over  how  their  work  gets 
done.  People  are  expected  to  transfer  work  that  they  under¬ 
stand  and  enjoy  to  outsiders.  Many  feel  that  they  spend  their 
days  helping  to  ensure  the  success  of  their  external  service 
providers  while  simultaneously  sabotaging  their  own. 

To  many,  it  feels  like  they  are  being  asked  to  prepare  the 
instruments  of  their  own  demise:  “Get  your  work  well-defined, 
organized  and  managed  so  that  we  can  give  it  to  somebody 
else.”  While  they’re  busy  reshaping  their  organizations,  many 
CIOs  are  neglecting  one  of  their  fundamental  leadership 
responsibilities:  to  help  their  people  envision  the  future  and 
their  roles  within  it.  It’s  not  sufficient  to  articulate  the  prom¬ 
ise  of  tomorrow  in  terms  of  the  marketplace.  To  resonate, 
visions  and  strategies  must  relate  to  the  realities  and  concerns 
of  the  individual  laborer  in  the  IT  fields. 

For  many  leaders,  this  lack  of  sensitivity  to  the  needs  of  the 
individuals  within  their  organization  is  not  just  an  oversight; 
many  of  them  are  unable  to  articulate  what  they  have  not  yet 
fully  internalized.  On  a  typical  day  in  the  typical  IT  depart¬ 
ment,  life  is  about  execution,  not  reflection,  and  staff  interac¬ 
tions  focus  on  the  near-term  “how”  rather  than  the  more 
meaningful,  but  less  immediate,  “What  about  me?” 

The  Leadership  Challenge 

Leaders  cannot  afford  to  let  individuals  answer  the  “What 
about  me?”  question  on  their  own.  Without  a  clear  picture  of 
the  future  and  their  role  within  it,  people  will  assume  that  the 
future  doesn’t  include  them.  The  best  and  brightest  will  sur¬ 
vive,  but  they  will  not  necessarily  remain  with  the  organiza¬ 
tions  that  need  them.  Solid,  long-tenured  professionals  with 
the  intellectual  capital  necessary  to  keep  things  running  may 
stick,  but  without  the  sense  of  connection  and  engagement 
necessary  to  protect  the  organization’s  long-term  health. 

One  of  the  ways  leaders  can  answer  the  “What  about  me?” 
question  is  through  storytelling.  Stories  add  meaning  and 
context  to  work.  What’s  needed  is  a  cogent  tale  explaining  why 
IT’s  future  is  brighter  now  than  at  any  time  in  the  past. 

I  do,  in  fact,  believe  that  the  future  of  IT  is  brighter  than  ever, 
and  I’ll  share  my  version  of  the  IT  strategic  story  in  next 
month’s  column.  In  the  meantime,  take  a  look  at  Mark  Walton’s 
book,  Generating  Buy-In:  Mastering  the  Language  of  Leadership, 
and  begin  crafting  a  story  for  your  staff  that  articulates  how  IT 
will  exceed  the  expectations  of  the  enterprise  while  ensuring 
the  success  and  satisfaction  of  all  those  involved.  BE] 


Reader  Q&A 


Q:  Can  you  suggest  references  that  address  the  IT 
organization  of  the  future  and  indicate  how  others  have 
defined  and  communicated  this  to  their  teams? 

A:  I’m  not  aware  of  any  great  references  for  the  IT 
organization  of  the  future.  Although  researchers 
and  academics  seem  to  agree  with  CIO  Executive 
Editor  Christopher  Koch’s  statement  (in  “The  Post¬ 
modern  Manifesto,”  Page  50)  that  the  future  IT 
organization  will  be  “smaller,  more  distributed  and 
dependent  on  a  tightly  integrated  supply  chain  of 
vendors,”  there  seems  to  be  a  lack  of  agreement  as  to 
the  competitive  importance  of  IT  and  the  role  that  IT 
should  assume  vis-a-vis  the  business. 

I  think  it  may  be  most  instructive  to  study  the 
evolution  of  the  financial  organization  within  the 
enterprise  as  an  indicator  of  how  IT  will  evolve.  Fun¬ 
damentally,  the  roles  of  the  two  organizations  are 
similar,  and  finance  has  figured  out  how  to  gain  an 
increasingly  more  strategic,  trusted  adviser  role 
while  at  the  same  time  delegating  day-to-day  deci¬ 
sion  making  and  responsibility  for  finance  through¬ 
out  the  organization. 


Q:  Stress  for  the  workers  on  the  bottom  of  the  pyramid 
is  not  new.  What  reduces  stress  for  the  CIO  is  that  the 
CIO  has  some  control  over  his  or  her  life.  I  can  see  why 
being  called  on  to  outsource  your  own  work  would  be 
stressful;  you’re  being  forced  to  give  up  what  control 
you  now  have.  But  let’s  not  feel  too  sorry  for  the  in- 
house  IT  workers.  Those  they  are  outsourcing  work  to 
are  IT  workers  too.  At  least  the  in-house  people  have 
the  security  of  old-fashioned  jobs. 

A:  The  point  of  the  article  isn’t  to  feel  sorry  for  the  IT 

workers;  it’s  to 
remind  leaders  of 
their  responsibility 
to  give  people  a 
sense  of  optimism 
for  the  future  and 
an  understanding 

of  what  they  need  to  do  to  play  a  part  in  it.  By 
imparting  this  information,  they  help  people  take 
back  control  of  their  work,  and  reduce  the  stress  in 
their  lives. 


Susan  Cramm  is  founder  and  president  of 
Valuedance,  an  executive  coaching  firm  in 
San  Clemente,  Calif.  You  can  e-mail  feed¬ 
back  to  susan@valuedance.com. 


Have  a  Leadership  Question? 


For  more  reader  questions  and 
answers  from  Susan  Cramm,  go 
online  to  www.cio.com/leadership/ 
executivecoach.html. 
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Eni-to-end 
IP  solutions  and 
the  expertise 
to  manage  them 


that  works 


Verizon  Business  offers  a  full  range  of  managed  network  solutions,  from 
simple  network  monitoring  to  complete  outsourcing.  It  all  comes  with 
versatile  experts  who  are  accountable  for  making  it  all  work  for  you. 


Ven70n  business 

We  never  stop  working  for  you. 


Global  capability  with  personal  accountability,  verizonbusiness.com 


©2006  Verizon.  All  Rights.  Reserved. 
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APPLIED  INSIGHT 


Howto  Find  Your 
Competitive  Advantage 

If  a  product  or  process  allows  you  to  differentiate  from  your  competitors,  it’s  “core.” 


For  Domino's  Pizza,  delivery  is  core. 


As  global  competition  invades  more  and  more  mar¬ 
kets,  established  companies  are  fighting  tougher 
and  tougher  battles  against  commoditization. 
Whether  their  niche  is  business-process  out¬ 
sourcing,  consumer  electronics  or  air  travel,  management 
teams  are  asking  themselves:  How  can  our  company  con¬ 
tinue  to  differentiate  itself  from  our  competitors? 

The  short  answer  is,  either  with  customer  service  or  radi¬ 
cally  lower  cost.  In  today’s  economy,  both  paths  demand  inno¬ 
vating  with  IT  systems  in  ways  the  competition  will  find 
difficult  to  copy. 

Despite  the  seeming  obviousness  of  this  idea,  however,  rel¬ 
atively  few  companies  are  making  it  happen.  There  is  a  per¬ 
sistent  problem  in  the  relationship  between  the  IT  department 
and  the  rest  of  the  corporation  that  blocks  the  effective  use  of 
IT  capabilities  when  it  comes  to  differentiating  core  prod¬ 
ucts  and  services.  Allow  me  to  suggest  an  approach  to  break¬ 
ing  through  this  barrier. 

The  challenge,  in  essence,  is  to  align  IT  investment  with 
business  priorities.  The  problem  is  that  businesses  are  remark¬ 
ably  foggy  on  what  their  priorities  are.  Ask  any  consultant. 
When  consultants  interview  the  executive  team  individually 
and  ask  each  person  what  the  corporation’s  overall  strategy  is, 
they  receive  many  thoughtful  answers.  Unfortunately,  these 
answers  rarely  converge.  The  dirty  secret  is  that  most  corpo¬ 
rations  do  not  have  a  unified  corporate  strategy.  So,  in  effect,  we 
are  asking  IT  to  align  with  something  that  does  not  exist,  and 
we  should  not  be  surprised  when  the  results  are  poor. 

Obviously,  the  long-term  fix  for  this  is  to  align  the  corpo- 

Continued  on  Page  38 
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STABILITY 


If  there's  one  constant  in  business  today,  it's  change. 
But  large  or  small,  internal  or  external,  change 
doesn't  have  to  impede  IT  service  delivery.  Think  of 
change  as  an  opportunity  for  IT  to  satisfy  fluctuating 
demand  while  maintaining  a  stable,  productive  work 
environment.  With  integrated  CA  software  solutions 
for  service  management  and  service  availability,  you 
can  unify  and  simplify  the  way  you  manage  complex 
IT  services  across  the  enterprise.  Anticipate  and 
prioritize  shifting  demand.  Automate  processes  to 
ensure  timely  delivery  and  reliability  of  service.  And 
leverage  industry  best  practices  such  as  ITIL.  It's  all 
possible  with  our  unique  approach  to  managing 
technology  called  Enterprise  IT  Management  (EITM). 
To  learn  more  about  how  CA  solutions  can  stabilize 
change  to  create  a  true  service-driven  IT 
environment,  visit  ca.com/deliver. 
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SOA  IN  ACTION 


Ensuring  the. 


Competitive 


Transamerica  Life 
Insurance  Company 
Simplifies  Infrastructure 
with  Sun  Software 


There  are  many  forces  reshap¬ 
ing  the  insurance  industry  today. 
Among  them: 

•  Deregulation  of  the  financial  ser¬ 
vices  market 

•  Increasing  market  consolidation 
and  product  commoditization 

•  The  introduction  of  Internet  tech¬ 
nology  for  supporting  agent  and  cus¬ 
tomer  interactions 


“The  Sun  CAPS 
solution  was  the 
only  platform 
we  felt  gave  us 
the  flexibility 
we  needed  with 
the  total  cost  of 
ownership  we  felt 
we  could  support.” 
-Gwen  Kluber, 
CIO,  Financial 
Markets  Group 
(FMG),  a  division 
of  Transamerica 
j  Life  Insurance 
Company 


Because  of  these  forces,  insurance 
company  leaders  find  their  legacy  in¬ 
formation  systems  are  being  strained 
and  proving  unequal  to  the  task  of 
remaining  responsive  to  the  changing 
competitive  environment. 

In  order  to  increase  their  competi¬ 
tive  edge,  financial  service  providers 
like  Transamerica  Life  Insurance  Com¬ 
pany,  a  member  of  the  AEGON  Group, 
have  had  to  move  quickly  to  streamline 
their  technology  infrastructures  to 
lower  operating  costs  while  improv¬ 
ing  the  quality  of  customer  and  agent 
service. 

For  Transamerica,  one  key  solu¬ 
tion  has  been  process-driven  integra¬ 
tion  and  automation  via  the  Sun  Java 
Composite  Application  Platform  Suite 
(CAPS,  which  includes  the  former  See- 
Beyond  ICAN  Suite).  To  help  Trans¬ 
america  automate  business  processes 
and  enable  self-service  for  both  agents 
and  customers,  CAPS: 

•  Supports  the  expansion  and  opti¬ 
mization  of  its  distribution  channels 

•  Lowers  processing  costs  per  trans¬ 
action  and  customer 
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•  Creates  market  differentiation  and 
brand  awareness 

•  Supports  the  acquisition  of  new 
customers  by  developing  customer¬ 
centric  solution  strategies  to  improve 
satisfaction,  loyalty  and  profitability 

“Developing  a  responsive  technology 
infrastructure  is  becoming  increas¬ 
ingly  critical  to  the  success  of  our  busi¬ 
ness  units,”  says  Gwen  Kluber,  CIO, 
Financial  Markets  Group  (FMG),  a 
division  of  Transamerica  Life  Insur¬ 
ance  Company.  “As  new  programs  are 
developed  at  the  local  business  unit 
level  and  considered  for  roll-out  across 
the  organization,  we  require  systems 
that  allow  us  to  evolve  quickly  and  ef¬ 
fectively  with  a  minimum  of  disruption 
for  our  agents.” 

CAPS  was  developed  to  leverage 
existing  investments  in  technology 
while  providing  competitive  advantage 
through  increased  flexibility  and  re¬ 
sponsiveness.  This  flexibility  provides 
the  foundation  to  create  a  set  of  servic¬ 
es  above  existing  underlying  legacy  and 
packaged  applications,  using  a  service- 
oriented  architecture  (SOA). 

With  an  SOA,  companies  such  as 
Transamerica  can  leverage  CAPS’  busi¬ 
ness  process  management  (BPM)  capa¬ 
bilities  to  orchestrate  common  services 
across  multiple  channels  and  products. 
These  multi-channel/multi-product 
applications  can  be  updated  from  a 
change  made  at  a  single  point,  and  new 
services  need  only  be  developed  once 
for  use  across  all  channels. 

In  short,  CAPS  helps  enterprises 
such  as  Transamerica  to  increase  cus¬ 
tomer  satisfaction  and  loyalty  by  pro¬ 
viding  a  positive  and  consistent  experi¬ 
ence  while  dramatically  reducing  time 
and  cost  to  launch  new  services. 

“The  Sun  CAPS  solution  was  the 
only  platform  we  felt  gave  us  the  flex¬ 
ibility  we  needed  with  the  total  cost  of 
ownership  we  felt  we  could  support,” 
Kluber  says.  “And  its  commitment  to 
partnership  and  to  our  success  was 
clear  throughout  the  entire  selection 
process.” 


ABOUT  SUN  JAVA  COMPOSITE  APPLICATION  PERFORMANCE  SUITE 

Sun  recently  announced  a  new  release  of  their  product  line  which  delivers  an  inte¬ 
grated  suite  that  includes  Sun  platform  software  products  and  the  former  SeeBeyond 
ICAN  Suite.  This  product,  Sun  Java  Composite  Application  Platform  Suite  (CAPS),  de¬ 
livers  everything  an  enterprise  needs  for  SOA,  composite  applications,  and  enterprise 
integration  projects.  CAPS  is  made  up  of  industry-leading  products  from  both  compa¬ 
nies,  such  as:  a  service  oriented  development  environment,  portal  server,  application 
server,  directory  server,  access  management,  and  integration  servers.  CAPS  has 
nearly  2,000  customers  across  all  major  industries  worldwide,  a  sampling  of  which 
includes  Blue  Cross  Blue  Shield  of  Massachusetts,  BHP  Billiton,  The  Cleveland  Clinic, 
The  Dial  Corporation,  DuPont,  Florida  Power  8c  Light,  Fluor  Daniel,  Fujitsu,  General  Mo¬ 
tors,  Halliburton,  Hertz  Corporation,  Lockheed  Martin,  Pfizer,  Samsung,  Sprint,  and 
Sutter  Health. 


Sun  SOA  Solution  at  a  Glance 


THE  CO 


Transamerica  Life  Insurance  Company,  a  member  of  the  AEGON 
Group  -  one  of  the  world’s  largest  listed  insurance  groups,  employing  over  25,000 
people  worldwide  and  operating  through  locally  managed  units. 


In  responding  to  the  changing  landscape  of  the  insur¬ 
ance  industry,  Transamerica  sought  a  new  technology  infrastructure  solution  to  help: 
G  Attract  and  retain  customers  in  a  competitive  environment 
G  Provide  consistent  access  to  multiple  products  across  multiple  channels 
G  Meet  customer  demands  for  real-time  information 
G  Reduce  cost  of  launching  new  products  and  channels 


THE  SOLUTION 


The  Sun  Java  Composite  Application  Platform  Suite  (CAPS)  is  de¬ 
signed  to  include: 

G  Service-oriented  access  to  legacy  systems 
G  Business  logic  implemented  as  a  set  of  shared  services 
G  Processes  shared  across  channels 
G  Support  for  a  common  object  model 
Q  Version  control 
G  Impact  analysis 

3S/nce  deploying  CAPS,  Transamerica  has  come  to  realize: 
G  Consistent  processes  across  channels  and  products 
G  Information  available  in  real-time 
G  Support  for  complex,  tailored  products 
G  Superior  customer  experience 
G  Enhanced  customer  satisfaction  and  loyalty 
G  Reduced  development  and  maintenance  costs 
G  Strengthened  competitive  position 


ore  resources  on  SOA,  visit  www.sun.com/soa 


Sun 

microsystems 
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ration  around  a  single  strategy.  But  that’s  not  in  IT’s  power  to 
accomplish.  What  IT  must  do  instead  is  determine  the  pecking 
order  of  power  among  the  various  competing  corporate  strate¬ 
gies  and  align  itself  with  the  most  powerful  first,  then  the  sec¬ 
ond  most  powerful  and  so  on.  There  won’t  be  enough  resources 
to  fund  everyone’s  strategy,  so  it  is  important  to  get  to  the  most 
important  ones  first.  Of  course,  if  you  are  lucky  enough  to 
work  for  a  corporation  that  does  have  a  unified  strategy,  you  can 
probably  stop  right  there. 

But  let’s  say  you  are  not  so  lucky.  Now  what?  The  first  step 
is  to  sit  down  with  the  executive  in  charge  of  the  highest- 
priority  operation  or  P&L  and  have  a  heart-to-heart  about  the 
following  questions: 

When  you  look  at  our  corporation’s  performance 
in  the  marketplace,  what  companies  represent  our 
stiffest  competition?  (List  two  or  three.  Then  answer  the 
following  questions  for  each  competitor.)  1.  What  are 
they  so  good  at?  2.  Is  our  goal  to  equal  or  beat  them  at 
that?  3.  Is  there  some  other  thing  that  we  do,  or  could 
do,  that  they  in  turn  would  find  hard  to  compete  with?  4.  Is  it  our 
plan  to  commit  significant  resources  to  such  an  activity? 

Once  you  get  those  answers,  find  out  how  the  executive 
would  define:  1.  your  company’s  primary  competitive  differ¬ 
entiator  today;  2.  its  best  chance  for  equal  or  greater  differen¬ 
tiation  tomorrow;  and  3.  the  most  important  business  initiatives 
under  way  to  create  that  future  competitive  differentiation. 

Stop  there.  Once  you  have  this  input,  thank  the  executive  for 
his  time  and  explain  that  you  would  like  to  think  about  the  IT 
implications  of  this  strategy  and  come  back  with  a  plan  to 
maximize  the  value  from  IT  investments  going  forward.  Back 
in  your  office,  gather  your  best  and  brightest  around  you  for  the 
following  exercise,  which  we  will  call  core/context  analysis. 

Identifying  Your  Core  Functions 

In  this  exercise,  something  is  core  if,  and  only  if,  it  contributes 
to  the  corporation’s  primary  effort  to  create  competitive  dif¬ 
ferentiation.  All  other  activities,  by  definition,  are  context.  For 
example,  at  Southwest  Airlines  low-cost  fares  are  core,  and 
customer  amenities  are  context.  Conversely,  at  United  Air 
Lines  customer  amenities  are  core,  and  low-cost  fares  are  con¬ 
text.  At  Domino’s  Pizza,  customer  delivery  is  core;  at  Pizza 
Hut,  it’s  context.  At  Volvo,  safety  is  core;  at  Ford  it  is  context. 

Now  many  context  activities  are  extremely  important,  even 
if  they  are  not  differentiating.  So  to  make  sure  we  register  this 
dimension  as  well,  we  also  ask  whether  a  given  activity  is  mis¬ 
sion-critical.  Mission-critical  activities  may  be  core  or  context; 
their  key  feature  is  that  falling  short  in  their  execution  has 
severe  negative  consequences.  For  example,  not  losing  cus¬ 
tomers’  luggage  is  a  mission-critical  task  for  all  airlines,  but 
core  to  none.  Same  goes  for  building  a  safe  car;  at  Ford,  hybrid 
fuel  economy  may  be  core,  but  the  consequences  of  unsafe 
vehicles  are  totally  unacceptable. 


In  light  of  this  model,  the  most  important  processes  to  sup¬ 
port  are  those  that  are  both  core  and  mission-critical.  Even 
here,  there  is  a  subtlety  that  can  be  lost.  Often,  the  goal  of  min¬ 
imizing  mission-critical  risk  can  be  at  odds  with  increasing 
competitive  differentiation.  For  example,  suppose  you  could 
ship  an  ugly  iPod  by  Christmas  but  would  risk  missing  the  hol¬ 
iday  sales  window  to  make  a  beautiful  one.  It  is  crucial  that  dif¬ 
ferentiation  be  given  the  priority.  That  is,  if  style  is  core  (and  at 
Apple  it  surely  is)  then  one  cannot  sacrifice  it,  despite  the  risk. 
The  reason  is  simple:  Without  competitive  differentiation,  the 
entire  corporate  strategy  is  bankrupt. 

This  doesn’t  mean  you  can  abrogate  your  responsibility  to 


manage  mission-critical  risk,  only  that  you  must  go  out  of 
your  way  to  make  sure  it  does  not  interfere  with  creating  core 
processes.  IT  can  help  you  create  new  core  initiatives,  but  they 
are  not  always  understood  to  be  strategic  at  first. 

Investing  According  to  Analysis 

Creating  new  core  is  the  domain  of  pilot  projects  and  skunk 
works.  Typically,  the  company  is  still  incubating  the  new  capa¬ 
bility,  not  exposing  it  yet  to  the  marketplace  at  large,  and  not 
expecting  significant  revenue  from  it  in  the  short  term.  That’s 
why  it  is  not  yet  mission-critical.  But  it  is  incredibly  strategic, 
particularly  if  you  can  shorten  a  new  product  or  service’s  time 
to  market.  Here’s  where  IT  may  be  able  to  make  a  big  difference, 
whether  it  is  via  converged  communications  and  computing 
systems  that  speed  collaboration,  beta  customer  feedback  sys¬ 
tems  that  shorten  cycle  time,  or  supply  chain  management 
that  supports  rapid  prototyping.  But  if  IT  resources  are  allo¬ 
cated  by  revenue  contribution,  then  this  quadrant  will  always 
get  short  shrift,  and  the  company  will  lose  precious  time  to  mar¬ 
ket  in  an  act  of  false  economy.  (That’s  why  it’s  so  important  to 
allocate  resources  based  on  a  core/context  analysis.) 

By  contrast,  putting  IT  in  service  to  mission-critical  context 
makes  all  kinds  of  sense  to  everyone  involved.  If  competitive 
differentiation  is  not  a  key  goal,  then  standardization  is  a  great 
alternative,  and  nothing  imposes  standardization  better  than 
IT  systems.  Moreover,  once  processes  have  been  standardized, 
they  can  be  reengineered  to  extract  resources  either  through 
automation  or  eventual  outsourcing,  thereby  freeing  up  those 
resources  to  be  invested  in  core  activities. 

The  key  here  is  to  recognize  that  if  a  process  is  mission-crit¬ 
ical  but  not  core,  then  there  is  nothing  to  gain  from  differenti¬ 
ating  its  outputs.  Therefore,  user  requests  for  nonstandard 
output  need  not— indeed,  should  not— be  prioritized  because 


Creating  new  core  in  pilots  is 
incredibly  strategic.  Yet  it  often 
gets  short  shrift  in  IT  resources 
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they  are  not  strategic.  For  example,  users  often  argue  that  since 
the  systems  are  being  charged  back  to  their  budget,  they  should 
be  entitled  to  get  what  they  want  for  their  money.  Not  so.  It  is  not 
their  money;  it  is  the  company’s  money,  and  they  have  a  fiduci¬ 
ary  responsibility  to  get  a  good  return  on  it.  There  is  more 
strategic  value  in  standardizing  mission-critical  context 
processes  because  it  frees  resources  to  invest  in  strategic  dif¬ 
ferentiation  elsewhere. 

Finally,  that  leaves  processes  that  are  neither  core  nor 
mission-critical— facilities  management,  training  seminars, 
office  supplies  procurement  and  the  like.  These  cry  out  for 

outsourcing.  Here,  IT 
can  make  the  biggest 
contribution  by  pre¬ 
paring  the  processes 
for  service-level  man¬ 
agement.  That  is,  prior  to  transferring  the  work  to  another 
party,  IT  can  first  determine  what  the  standards  of  acceptable 
work  product  are,  establish  metrics  that  track  to  those  stan¬ 
dards  and  even  pilot  those  metrics  while  the  work  is  still  in- 
house.  Then  when  the  work  is  outsourced,  the  company  has  a 
low-touch,  high-reliability  mechanism  for  ensuring  vendor 


Dealing  with  Darwin 


To  read  an  excerpt  from  Dealing  with  Darwin 
by  Geoffrey  Moore,  go  to  the  online  version 
of  this  column  at  www.cio. com/050106. 


performance. 

The  goal  of  all  this  analysis  is  to  fund  next-generation  inno¬ 
vation  by  migrating  resources  from  context  to  core.  This  not 
only  improves  returns  but  also  helps  reduce  resistance  to 
change,  since  the  resources  being  transferred  are  often  the 
very  people  who  would  otherwise  be  obstructing  innovation. 

The  biggest  challenge  is  extracting  resources  from  mission- 
critical  activities.  The  key  to  success  here  is  to  win  the  line-of- 
business  executive  sponsor’s  support  for  standardizing  these 
processes.  That  can  be  done  if  you  can  demonstrate  how  IT  can 
redeploy  those  resources  in  support  of  core  initiatives.  Armed 
with  this  analysis,  you  now  can  go  back  to  the  business  execu¬ 
tive  with  a  plan  designed,  first,  to  accelerate  initiatives  targeted 
at  competitive  differentiation  and,  second,  to  manage  risk  while 
freeing  up  resources  for  next-generation  innovations,  ram 


Geoffrey  Moore  is  the  managing  partner  of  TCG 
Advisors,  a  consultancy  that  specializes  in  business 
strategy.  He  is  also  the  author  of  Dealing  with  Darwin 
(Penguin,  2006)  and  can  be  reached  at  gmoore@ 
tcg-advisors.com.  Please  send  comments  to  Execu¬ 
tive  Editor  Alison  Bass  at  abass@cio.com. 
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IT  supports  and  controls  the 
applications  that  run  the  business. 


Now  there's  an  application  to  support 
and  control  the  business  of  IT. 


Maximo®  ITSM,  the  most  comprehensive  IT  asset  and  service 
management  solution,  substantially  improves  the  business 
of  IT,  significantly  increasing  the  value  IT  brings  to  an  organiza¬ 
tion.  By  unifying  IT  service,  asset  and  work  management  on 
a  single  software  platform,  Maximo  ITSM  delivers  the  control 
and  visibility  you  need  to  align  IT  service  levels  with  your 
overall  business  goals.  All  you  need  to  integrate  and  automate 
processes,  reduce  unplanned  outages,  standardize  and  share 
information  and  surpass  service-level  commitments.  To  make  your 
IT  organization  more  efficient  and  more  valuable,  download 
our  whitepaper  at  www.maximoit.com/cio  or  call  800-326-5765. 
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Our  infrastructure 
is  an  important 
competitive 
advantage  for  us. 

It  has  incredible 
reliability  and 
scalability, 
and  the  cost 
per  user  is 
incredibly  low.” 

-Dave  Girouard,  general  manager, 
Google  enterprise  division 
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Enterprise 


Can  you  imagine  an  IT  environment  without 
applications  to  roll  out?  You’re  going  to  have 
to  if  Google’s  plan  to  conquer  the  enterprise 

WOrkS.  BY  BEN  WORTHEN 


ON  FEB.  14,  2006,  MANY  GOOGLE  E-MAIL  USERS  RECEIVED  AN  UNEXPECTED 
Valentine’s  Day  present.  When  they  logged  in  to  their  accounts,  there  it  was:  instant  mes¬ 
saging,  fully  integrated  with  their  e-mail  system.  Gmail  users  could  now  chat  in  the  same 
browser  window  as  their  inbox.  Just  as  with  e-mail,  the  system  would  save  a  transcript  of 
every  chat  and,  better  yet,  the  text  of  archived  transcripts  would  be  searchable.  There  was 
nothing  to  download,  nothing  to  install. 

It  was  technology  magic. 

This  was  another  overnight  success  for  Google,  the  company  most  everybody  loves  (with 
the  exception  of  a  few  countries,  some  municipal  governments,  and  a  host  of  proto¬ 
competitors  such  as  Microsoft,  IBM  and  Yahoo).  Over  the  past  few  years,  Google  has 
released  a  series  of  Web-based  applications  that  have  raised 
the  bar  for  its  competitors,  just  as  its  search  engine  did 
when  it  burst  onto  the  scene  at  the  end  of  1999.  When  Gmail 
debuted  on  April  1, 2004,  for  example,  it  gave  users  a  giga¬ 
byte  of  storage— 10  times  as  much  as  Yahoo  and  Microsoft’s 
free  e-mail  services. 

Google  releases  its  products  with  little  fanfare,  labeling 
them  beta  versions  and  leaving  them  that  way  for  years.  Yet 
its  desktop  search,  map,  e-mail  and  other  services  are  among 
the  world’s  best  and  most  popular  applications.  And  whether 
you  know  it  or  not,  your  employees  are  probably  using  them. 


Reader  ROI 

::  Google’s  strategy  for 
taking  over  enterprise 
computing 

::  Why  moving  from  the 
desktop  to  the  Web 
will  improve  IT 

::  How  Web  computing 
will  change  the  IT 
governance  model 
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But  Google  is  not  just  a  search  company, 
or  an  applications  company.  A  company  that 
can  scan  billions  of  webpages  for  a  handful 
of  words  in  less  than  a  second  (a  search  for 
“CIO  magazine”  returned  almost  28  million 
results,  prioritized  by  relevance,  in  0.14  sec¬ 
onds)  deserves  to  be  acknowledged  for  what 
it  really  is:  a  supercomputer. 

“What  Google  recognized  was  that  if  they 
built  their  own  system  using  cheap,  off-the- 
shelf  PCs  and  ran  their  own  operating  sys¬ 
tem”— the  Google  File  System,  a  highly 
customized  version  of  Linux— “they  could 
afford  limitless  expansion,”  says  Chris  Sher¬ 
man,  executive  editor  of  Searchenginewatch 
.com.  In  order  to  build  the  best  search  engine 
possible,  Google  connected  thousands,  then 
tens  of  thousands,  of  servers.  And  at  some 
point  that  infrastructure  and  the  possibilities 
it  afforded  became  the  company’s  primary 
focus.  What  followed  was  a  series  of  services 
that  took  advantage  of  Google’s  ability  to 


process  transactions  at  a 
speed  and  scale  never 
before  achieved.  And 
these  Web-based  services 
don’t  require  users  to 
download  a  thing.  Google 
provides  the  computing 
power.  All  you  need  is  a 
browser. 

“What  Google  has  that’s  extraordinary  is 
not  search  but  the  highly  optimized  com¬ 
puting  platform,”  says  Sue  Feldman,  VP  of 
content  technologies  research  at  IDC  (a  sis¬ 
ter  company  to  CIO’ s  publisher).  That  plat¬ 
form  has  Google  poised  to  lead  the  Web 
computing  revolution  that  everyone  in  the 
IT  industry  has  been  talking  about  since 
the  1990s. 

Google’s  platform,  along  with  the  others 
bound  to  follow  in  its  wake,  will,  over  time, 
move  computing  to  the  Web  and  away  from 
the  desktop.  As  this  happens,  IT  will  get 


better— applications 
will  be  easier,  faster 
and  cheaper  to  use- 
much  as  it  did  when 
it  moved  off  the  main¬ 
frame  20  years  ago. 
“We’re  still  far  away 
from  a  holistic  Web 
computing  solution,”  says  Brian  Shield, 
CIO  of  The  Weather  Channel.  “But  the 
pieces  are  not  that  far  away.  We’re  not  far 
from  fostering  greater  productivity  with 
Google’s  name  on  it.” 

The  move  to  online  computing  will 
change  the  relationship  between  CIOs  and 
users.  Just  as  accessing  applications  over 
the  Web  will  give  CIOs  more  flexibility  to 
find  the  best  fit  for  their  businesses,  their 
employees  will  enjoy  that  same  flexibility  in 
finding  the  applications  that  are  best  for 
them.  In  the  Google-future,  IT  will  be  more 
scalable,  agile  and  cost-effective.  But  it  will 


we  re  stilt  iar  away  irom  a 
holistic  Web  computing 
solution.  But  we’re  not  far 
from  fostering  greater 
productivity  with 
Google’s  name  on  it.” 

-BRIAN  SHIELD,  CIOOF THE 
WEATHER  CHANNEL 


42 


MAY  1,  2006  |  www.cio.com 


PHOTO  BY  STAN  KAADY 


You’ve  Been  Googled 

Your  company  won’t  run  on  the  Web  tomorrow,  but  now  is  a 
good  time  to  prepare  for  the  day  it  will 

THE  SHIFT  TO  WEB  COMPUTING  is  already  happening,  even  if  it  may  not  be  notice¬ 
able  in  your  workplace.  Near  ubiquitous  high-speed  Internet  access  is  giving  your 
company’s  employees  access  to  Web-based  applications  at  home.  Inevitably,  they 
will  find  and  use  the  applications  they  like  best.  Soon  CIOs  will  be  faced  with  a 
choice,  says  Dave  Girouard,  general  manager  of  Google's  enterprise  division.  "The 
CIO  can  be  the  source  of  the  tools,  or  he  can  take  the  hardball  approach  and  try  to 
shut  them  down.” 

The  thing  is,  says  Girouard,  people  are  going  to  use  them  either  way. 

History  bears  this  out.  “A  lot  of  the  innovation  that  ends  up  in  front  of  CIOs  starts  off 
in  a  user’s  home,"  says  Paul  Kedrosky,  executive  director  of  the  William  J.  von  Liebig 
Center,  a  venture  capital  firm.  “Think  back  20  years  ago.  The  rear  guard  action  would 
have  been  to  make  sure  that  my  users  aren’t  buying  PCs  when  I  am  not  looking.” 

CIOs  who  don’t  want  to  be  marching  in  the  rear  of  change  can  start  taking  small 
steps  today.  H&R  Block  CIO  Marc  West  says  that  CIOs  should  think  twice  about  every 
client/server  application  they  install.  “If  you  are  a  PeopleSoft  customer  who’s  going 
to  have  to  upgrade  to  Oracle,  you  should  be  seriously  questioning  that  investment,” 
says  West.  “Do  you  need  to  keep  all  that  information  in  one  application?  Maybe  some 
things  don’t  belong  in  PeopleSoft.” 

As  Internet-connected  devices  like  PDAs  and  cell  phones  become  more  popular 
(and  IDC  research  shows  that  they  will  soon  outnumber  PCs),  employees  will 
demand  access  to  information  through  them.  And  since  these  devices  aren’t  power¬ 
ful  enough  to  run  client/server  applications,  it  will  be  up  to  CIOs  to  provide  Web- 
based  applications  for  those  employees  or  risk,  as  Girouard  says,  “losing  their 
constituencies.” 

Or,  as  Sue  Feldman,  IDC  vice  president  of  content  strategies  research,  puts  it, 
“CIOs  have  to  become  part  of  the  network.”  -B.W. 


also  be  less  controllable  by  CIOs.  This  will 
require  CIOs  to  adopt  a  new  mind-set  for 
how  they  manage  the  use  of  IT  in  their  com¬ 
pany.  Those  who  succeed  will  be  free  to 
focus  on  driving  innovation;  those  who  fail 
will  be  fighting  a  battle  they’re  destined  to 
lose. 

“CIOs  need  to  understand  that  it  is  a 
whole  new  world,”  says  Feldman. 

Inside  the  Googleplex 

Web  computing  could  make  a  CIO’s  life 
much,  much  easier.  Applications  will  be 
hosted  by  third  parties  that  can  support  an 
almost  unlimited  number  of  users  and  store 
almost  unlimited  amounts  of  data.  CIOs 
will  no  longer  have  to  maintain  large  data¬ 
bases  or  expensive  desktop  software.  And 
because  these  applications  live  on  the  Web, 
your  employees  will  be  able  to  access  them 
with  any  device  that  supports  a  browser. 

In  this  environment,  upgrades  are  easy. 
Instead  of  an  IT  department  pushing  out  a 
patch  to  every  user,  or  installing  software 
from  a  CD  onto  machines  one  by  one,  the 
application  provider  updates  it  once,  and 
everyone  gets  the  new  version  the  next  time 
they  log  on.  That’s  what  Google  did  when  it 
integrated  chat  into  Gmail.  CIOs  will  no 
longer  have  to  buy  large,  packaged  appli¬ 
cations,  like  an  ERP  system,  with  hundreds 
of  functions  they’ll  never  use.  Online  appli¬ 
cations  will  allow  them  to  pick  and  choose 
the  services  they  need.  And  because  there 
are  no  legacy  investment  costs  in  each  serv¬ 
ice,  switching  between  services— and 
providers— will  be  easy.  You  just  point  your 
employees  to  another  website. 

Sounds  great.  So  why  isn’t  everyone 
doing  it? 

“Building  a  suitable  Web  computer  is 
really  hard  to  do  right  now,”  says  Paul 
Kedrosky,  executive  director  of  the  William 
J.  von  Liebig  Center,  a  venture  capital  firm 
that  commercializes  technologies  devel¬ 
oped  at  the  University  of  California,  San 
Diego.  “But  it  was  also  really  hard  to  create 
a  single-circuit  board.  Then  it  turned  into  a 
commodity.”  Like  the  circuit  board,  most 
experts  believe  Web  computing  will  also 
turn  into  a  commodity. 

But  today,  Google  is  the  only  company 
that’s  got  it.  (For  companies  that  are  close, 
see  “Google’s  Progeny,”  Page  46.)  And  the 


reason  for  that  is  under  the  hood. 

Google  started  out  with  two  advantages. 
First,  it  was  a  technology  greenfield,  unen¬ 
cumbered  by  a  legacy  architecture.  Second, 
its  founders  were  cash-poor  grad  students 
who  needed  to  make  their  system  run  with 
tools  they  could  afford.  Google  cofounders 
Sergey  Brin  and  Larry  Page  taught  them¬ 
selves  how  to  turn  cheap,  off-the-shelf  PCs 
(which,  legend  has  it,  they  liberated  from  the 
Stanford  computer  science  department’s 
loading  dock)  into  powerful  servers.  And 
they  connected  these  servers  to  one  another 
with  Linux,  a  free  operating  system  that  they 
customized  over  time  to  meet  their  needs. 

By  2002,  Google’s  homemade,  com¬ 
modity-based  servers  outperformed  com¬ 
parable  equipment  from  IBM  that  cost 
$18,000  for  360  gigabytes  of  storage; 
Google  spent  about  $1000  for  the  same 
amount. 


Google  treats  its  infrastructure  as  a 
closely  guarded  secret.  It  doesn’t  allow  out¬ 
siders  into  its  data  centers,  so  any  descrip¬ 
tion  of  the  company’s  infrastructure  is  an 
educated  guess.  Philipp  Lenssen,  who  runs 
the  Google  Blogoscoped  website,  says  that 
the  last  semiofficial  count  of  the  company’s 
servers  was  100,000.  Arnold  suspects  that 
it  is  now  more  than  150,000,  spread  across 
24  data  centers— making  Google  the  third 
largest  server  manufacturer  in  the  world, 
according  to  Arnold.  The  power  per  dollar 
that  Google  is  able  to  achieve  compared 
with  its  competitors  explains  the  speed  of 
its  Web  searches,  the  2.5  gigabyte  inboxes  it 
gives  each  Gmail  user,  and  other  storage¬ 
intensive  initiatives,  such  as  Google  video, 
which  essentially  invites  anyone  to  upload 
a  video  to  Google’s  servers. 

“Our  infrastructure  is  an  important  com¬ 
petitive  advantage  for  us,”  allows  Dave 
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you  can’t  see  the  magnet,  you  assume  the 
ball  is  moving  randomly.” 

Less  colorfully  put,  because  Google’s 
strength  lies  not  in  the  applications  it  shows 
the  world  but  in  the  architecture  it  doesn’t, 
the  company’s  business  strategy  is  not  read¬ 
ily  apparent.  But  according  to  Lenssen,  peo¬ 
ple  who  look  at  Google  and  see  nothing 
more  than  random  growth  are  making  a 
big  mistake. 

Most  of  the  high-tech  industry  is  just  start¬ 
ing  to  realize  this.  “IBM  executives  in  the  early 
1980s  didn’t  understand  what  Microsoft  was,” 
says  Arnold.  “Now  Microsoft  is  in  the  same 
spot,  and  they  are  trying  to  understand  what 
Google  is.  And  they’re  having  a  hard  time.” 

Arnold,  who  has  spent  the  past  year  per- 


“Google  cracked  the  one 
thing  that  Microsoft 
hasn’t:  They  have  a 
Web  platform.” 

-MARC  WEST,  CIO  H&R  BLOCK 


forming  competitive  analyses  of  Google  for 
large  technology  companies,  says,  “People 
don’t  want  to  believe  things  that  run 
counter  to  their  vested  interest.”  Meaning, 
in  this  case,  a  way  of  computing  that  is  not 
dependent  on  the  client/server  architec¬ 
ture.  “They  refuse  to  recognize  that  a  search 
engine  with  ads  has  got  something  different 
enough  to  alter  the  rules,”  he  says. 

But  it  does. 

Google  has  slipped  under  the  radar  as  a 
potential  enterprise  computing  power¬ 
house  because  it  hasn’t  tried  to  compete 
directly  with  Microsoft  or  any  of  the  other 
big  technology  vendors.  Google  could  offer 
an  unlimited  number  of  applications  on 
top  of  its  infrastructure.  The  ones  it  has 
chosen  to  unveil— search,  e-mail, 
maps,  blogging  tools,  chat— aren’t 
exactly  Office.  But  Google  has  all 
the  pieces.  Gmail  contains  many  of 
the  rich  text  features,  such  as  font 
selection,  highlighting  and  align¬ 
ment,  found  in  Word;  the  Google 
search  bar  can  perform  the  same 
mathematical  functions  as  Excel; 
and  Picasa,  Google’s  online  photo¬ 
editing  service,  has  some  of  the  presenta¬ 
tion  capability  of  PowerPoint. 

Google  hasn’t  integrated  these  features 
into  something  that  approximates  a  Google 
Office  for  one  reason:  It  doesn’t  want  to. 
Why  compete  directly  with  a  company  that 
has  more  than  $30  billion  in  revenue  and  a 
monopoly  on  the  desktop? 

But  there’s  another  reason:  Google  isn’t 
designed  organizationally  or  philosophi¬ 
cally  to  compete  with  Microsoft;  it’s 
designed  to  bypass  it.  Since  its  applications 
live  on  the  Web,  they  aren’t  dependent  on 
an  operating  system  the  same  way  desktop 
applications  are. 

“Microsoft  in  the  1980s  allowed  you  to 
do  tasks  on  a  desktop  that  you  could  previ¬ 
ously  only  do  on  a  mainframe,”  says  Marc 
West,  CIO  of  the  brokerage  firm  H&R 
Block.  “They  took  computer  power  and 
moved  it  to  the  desktop.  The  same  play  is 
happening  here.  With  the  Web,  you  can 
self-select  applications  and  piece  them 
together  into  something  you  use.  That’s  the 
difference  between  an  operating  system 
and  an  operating  environment.  You  move 
from  client/server  to  client/Web.” 


Cover  Story  )  Enterprise  IT 


Girouard,  general  manager  of  Google’s 
enterprise  division.  “It  has  incredible  reli¬ 
ability  and  scalability,  and  the  cost  per  user 
is  incredibly  low.” 

Behind  the  Fun  and  Games 

Given  the  combination  of  Google’s  secrecy 
and  its  relatively  anodyne  media  image— 
which  the  company  works  hard  to  foster 
with  its  “Do  No  Evil”  corporate  motto— it’s 
no  surprise  that  people  looking  at  the  com¬ 
pany  just  see  a  search  engine,  some  snappy 
consumer  applications  and  no  coherent 
commercial  strategy.  “But  what  you  see  on 
the  surface  is  just  what  they  choose  to  show 
you,”  says  Lenssen.  “It’s  like  they  are  hold¬ 
ing  a  magnet  beneath  a  table.  All  you  see  is 
a  metal  ball  moving  around  on  top.  Because 
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When  it  came  to  their  AV  installation, 


Case  Study:  Cuyahoga  Community  College  Corporate  Center 


Cuyahoga  Community 
College  could  have 
worked  with  anyone. 

They  chose  us. 

AW|  Audiovisual 
AT  ■  Innovations 


Audio  Visual  Innovations  recently  helped  Cuyahoga  Community  College  Corporate  Center  with  their 
new  facility,  and  we  can  help  you,  too.  Working  closely  with  architects,  designers,  facilities  managers  and 
both  IT  and  construction  professionals,  AVI  designs,  builds  and  installs  world-class  audiovisual  environments 
for  all  forms  of  presentation,  communication  and  collaboration. 

From  boardrooms,  classrooms  and  courtrooms  to  auditoriums,  healthcare  and  mission-critical  monitoring  facilities, 
AVI's  extensive  project  and  client  list  reflects  the  breadth  and  depth  of  our  expertise  and  experience. 

In  business  since  1 979,  AVI  is  America’s  premier  AV  system  design  and  integration  company,  fielding  multiple 
teams  of  experts  that  include  engineers,  project  managers,  CAD  technicians  and  other  construction  and 
audiovisual  industry  professionals.  AVI  is  a  national  company.  Our  size  and  strength  give  us  unrivaled  access 
to  the  widest  range  of  products,  all  the  latest  technologies,  and  a  level  of  purchasing  power  that  ensures 
substantial  value  for  all  of  our  customers. 

Whether  you’re  creating  a  new  facility  or  upgrading  an  existing  one,  let  Audio  Visual  Innovations  design  and  install 
the  technology  solution  that  will  project  the  best  possible  image  for  your  organization.  For  more  information, 
including  additional  case  studies,  please  visit  our  website,  www.aviinc.com.  To  discuss  your  specific  needs 
with  an  AVI  representative,  give  us  a  call  at  1-866-634-7265. 

AW|  Audiovisual* 
u  Innovations 

Your  Source  For  Being  Seen  And  Heard. 


DESIGN  •  BUILD 


INSTALL 


1-866-634-7265  •  www.aviinc.com 


Cover  Story  j  Enterprise  IT 

Google  Eyes  the  Enterprise 

Web-based  applications  have  taken  off  in 
the  consumer  world  because  of  the  pene¬ 
tration  of  high-speed  Internet  access.  Just  a 
few  years  ago,  work  was  the  only  place 
where  people  could  use  high-bandwidth 
applications.  Today,  more  than  70  percent  of 
Internet-connected  homes  have  broadband. 
Furthermore,  coffee  shops,  airports  and 
even  entire  cities  now  offer  high-speed  wire¬ 
less.  Not  only  do  near-ubiquitous  connec¬ 
tions  have  implications  for  how  people 
consume  technology,  they  also  have  ramifi¬ 
cations  for  the  nature  of  the  new  workforce. 

“The  wall  between  consumer  and  worker 
is  dropping,”  says  Google’s  Girouard.  “Peo¬ 
ple  can  work  from  anywhere.  There’s  a  real 
blurring  of  the  line.” 

In  the  office,  CIOs  control  the  applica¬ 
tions  workers  use.  Usually  these  are 
client/server  applications  that  have  been 
chosen  because  they  conform  to  a  set  of 
business  requirements  and  meet  the  needs 
of  the  greatest  number  of  employees.  But 
outside  the  office,  the  users  are  in  control, 
and  users  will  choose  whatever  applica¬ 
tions  they  feel  make  them  more  produc¬ 
tive,  says  Steve  Mullaney,  VP  of  worldwide 
marketing  for  Bluecoat  Systems,  an  Internet 


security  company.  “And,  as  a  user,  I  like 
that  my  IT  department  has  nothing  to  do 
with  it,”  he  adds. 

The  Web  applications  that  your  com¬ 
pany’s  employees  are  using  at  home  are 
raising  their  expectations  for  the  applica¬ 
tions  they  use  at  work.  “People  are  people,” 
says  Girouard.  “They  don’t  turn  into  infor¬ 
mation  scientists  when  they  show  up  at 
work  in  the  morning.”  Google  believes  that 
people  no  longer  make  a  distinction 
between  work  and  home  when  it  comes  to 
their  expectations  for  technology,  and  its 
strategy  for  moving  into  the  enterprise  is 
based  in  large  part  on  this  analysis.  “Why, 
for  example,  should  I  have  two  different 
calendars?”  asks  Girouard  (one  for  work 
and  one  for  home).  “There  are  a  lot  of  oppor¬ 
tunities  for  us  there.” 

Google  is  getting  ready  to  chase  these 
opportunities.  The  enterprise  division 
accounts  for  less  than  1  percent  of  the  com¬ 
pany’s  revenue,  today,  “but  over  the  next 
five  to  10  years,  we  will  become  a  big  part  of 
Google,”  says  Girouard. 

John  Battelle,  publisher  of  Federated 
Media  and  author  of  The  Search:  How  Google 
and  Its  Rivals  Rewrote  the  Rules  of  Business 
and  Transformed  Our  Culture,  thinks  five  to 


Google’s  Progeny 

Google  may  not  be  the  company  that  ultimately  brings  Web 
computing  to  the  enterprise.  It  could  be  one  of  these  companies. 

Google  right  now  is  the  biggest  Web  computing  platform  out  there.  But  there  are 
smaller  companies  that  have  built  open-source  distributed  computing  platforms  of 
their  own  and  are  using  them  to  offer  services  targeted  to  businesses.  They  include: 


»  Rearden  Commerce 

Rearden’s  portal  lets  users  do  every¬ 
thing  from  buy  plane  or  concert  tickets 
to  send  packages.  It  enforces  corpo¬ 
rate  policies  when  a  user  is  at  work 
(such  as  no  first-class  tickets  for  trips 
less  than  eight  hours),  but  lets  them 
decide  for  themselves  when  they  are 
wearing  their  consumer  hat. 

»  Employease 

A  Web-based  human  resources  appli¬ 
cation.  The  company  has  direct  con¬ 
nections  with  most  payroll  and  benefit 
providers.  It  has  1,000  customers  and 
manages  close  to  700,000  records. 


»  Workday 

PeopleSoft  founder  Dave  Duffield’s 
latest  venture.  The  not-yet-live  com¬ 
pany  is  building  out  its  platform  and 
will  offer  ERP-like  features  in  an 
on-demand  environment. 

»  Salesforce.com 

The  popular  CRM  tool  has  20,000 
customers.  It  runs  open  source,  but 
doesn’t  have  the  distributed  platform. 
Salesforce  has  had  difficulty  keeping 
up  with  its  growth,  experiencing 
increased  downtime  this  year. 


10  years  is  a  conservative  estimate.  He 
points  to  the  Google  Pack,  a  suite  of  Web 
and  desktop  software  capable  of  updating 
itself  that  Google  released  in  January  2006, 
as  a  sign  that  Google  understands  that  its 
future  is  as  a  software  company. 

“I  would  be  stunned  if  in  the  next  year 
they  did  not  make  a  lot  of  noise  in  the  enter¬ 
prise  space,”  says  Battelle.  “It  is  just  too  big 
to  ignore.” 

Googling  the  Workplace 

Today,  Google’s  enterprise  division  has  two 
products— corporate  versions  of  its  search 
and  map  tools— and  just  over  2,500  cus¬ 
tomers.  But  the  unit  has  opened  support 
operations  in  the  United  Kingdom  and 
Japan,  and  is  growing  its  support  group  in 
California. 

“Business  intelligence  is  the  place  where 
Google  has  a  foot  in  the  door,”  says  The 
Weather  Channel’s  Shield.  Google’s  enter¬ 
prise  search  application  indexes  informa¬ 
tion  on  a  user’s  desktop,  the  company’s 
servers  and,  of  course,  the  entire  Internet. 
CIOs  can  configure  it  so  that  different  users 
have  access  to  different  information. 
Google’s  enterprise  search  tool  doesn’t  dis¬ 
tinguish  between  the  information  on  some¬ 
one’s  desktop,  the  company’s  intranet  or 
the  Internet  as  a  whole  when  it  returns 
results:  Information  appears  in  the  same 
browser  window  regardless  of  the  source. 
“They  are  blurring  the  line  between  the 
inside  of  the  company  and  the  Internet,” 
says  Shield.  “It’s  preparing  you  for  the  Web 
computing  model.” 

Girouard  isn’t  shy  about  talking  about 
this.  “When  a  CIO  puts  in  an  application,” 
he  says,  “the  user  has  no  other  choice.”  Con¬ 
versely,  Girouard  believes  that  the  home 
scenario,  where  users  choose  the  applica¬ 
tions  they  want,  is  a  better  model,  and  he 
thinks  it  will  find  its  way  into  the  work¬ 
place.  That’s  a  major  shift  in  the  way  IT 
departments  operate,  but  “CIOs  need  to  be 
OK  with  some  chaos,”  Girouard  says. 
“They’re  too  concerned  with  security  and 
locking  information  down,  but  those  aren’t 
the  things  that  will  make  a  company  great 
for  the  next  20  years. 

“My  message  is:  Think  about  the  inno¬ 
vation  engine  in  your  company  and  what’s 
driving  it.  What  environment  are  you  put- 
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Why  maintain 
separate  SAN 
and  NAS  systems 
when  you  can 
consolidate  both. 


One  system,  multiple  choices.  The  Pillar  Axiom™  enterprise 
storage  system  enables  SAN,  NAS,  or  both  in  a  single  storage 
environment  —  all  managed  through  one  powerful  user  interface. 
The  Pillar  Axiom  lets  you  add  performance  and  capacity  up  to 
300  TB  per  system,  without  multiple  software  license  fees.  And 
because  it's  priced  lower  than  what  many  companies  pay  just  to 
maintain  their  storage  systems,  Pillar  is  the  alternative  you've 
been  looking  for. 

To  learn  how  Pillar  is  giving  customers  a  better  choice  for 
networked  storage,  schedule  a  no-obligation  half-hour  briefing. 
Call  1-877-252-3706  orvisitwww.pillardata.com/both 


Learn  the  truth  about  networked  storage. 
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ting  in  place  to  make  your  company  a  place 
where  people  can  innovate?” 

According  to  Girouard,  some  of  Google’s 
products  that  could  be  configured  for  busi¬ 
nesses  in  the  near  future  include  Gmail, 
the  blogging  tool  Blogger,  Talk  (an  instant 
messaging  and  VoIP  service)  and  Orkut,  a 
social  networking  tool  that  helps  connect 
users  with  similar  interests.  In  fact,  Google 
announced  in  February  that  San  Jose  City 
College  is  currently  testing  a  corporate  ver¬ 
sion  of  Gmail  that’s  hosted  by  Google  but 
gives  the  college’s  network  administrators 
all  the  controls  of  an  in-house  application. 
More  generally,  Girouard  says,  “We  let 
things  take  root  and  mature  on  the  con¬ 
sumer  side.  And  where  it  makes  sense,  we’ll 
bring  something  over  to  the  enterprise.” 


The  Naysayers 
Say  Their  Nay 

It  may  not  be  Google  that  ultimately  brings 
CIOs  to  the  brave  new  world  of  end-to-end 
Web  computing.  Consumers  and  businesses 
have  vastly  different  needs.  A  consumer 
application  doesn’t  need  to  comply  with  Sar- 
banes-Oxley  or  a  corporate  travel  policy. 
Making  an  application  that  can  account  for 
these  and  other  business  needs  takes  an 
understanding  of  the  market  it  is  catering  to. 

“Google  has  the  platform,  but  they  don’t 
have  any  expertise,”  says  H&R  Block’s 
West.  “That’s  their  challenge.  The  platform 
allows  them  to  bring  more  horsepower. 
Now  they  need  to  make  something  that 
businesses  will  buy.”  West  acknowledges 
that  many  of  Google’s  consumer  products 


marketing  for  Microsoft’s  MSN,  is  dismis¬ 
sive  of  his  budding  rival.  “The  golden  halo 
around  them  doesn’t  guarantee  them  suc¬ 
cess  in  the  software  business,”  he  says, 
Microsoft’s  indisputable  might  lending 
weight  to  his  words.  The  software  giant  has 
not  yet  decided  whether  to  wage  an  all-out 
war  with  the  upstart.  If  it  does,  Microsoft 
has  a  pretty  good  track  record  in  these 
fights.  (Raise  your  hand  if  you’re  still  using 
Netscape.)  And  Microsoft  knows  it’s  in  a 
fight.  Last  year,  Bill  Gates  told  Fortune  mag¬ 
azine:  “They  are  more  like  us  than  anyone 
else  we  have  ever  competed  with.” 

High  praise. 

But  unlike  Microsoft’s  previous  com¬ 
petitors,  Google’s  applications  are  not  wed¬ 
ded  to  the  Windows  operating  system,  so 


“Google  is  more  like  us  than  anyone  else  we  have 

ever  competed  with.”  -Bill  Gates,  president,  Microsoft 


At  its  core,  however,  Google’s  enterprise 
strategy  will  remain  viral.  It  won’t  try  to 
convince  CIOs  to  replace  the  applications 
they  already  have  with  Google  versions. 
Instead,  Google  will  continue  to  produce 
products  that  people  like  using  and  will 
use— at  home  and  at  work. 

“It  will  happen  without  people  noticing,” 
says  Girouard,  prophetically.  “People  look 
for  a  eureka  moment  but  things  just  seep  in. 
That’s  what’s  happening  here.” 

In  other  words,  one  of  these  days  you 
could  wake  up  and  find  that  most  of  the 
applications  your  company  uses  are  pro¬ 
vided  by  Google. 

That’s  a  vision  bound  to  keep  most  CIOs 
on  edge  (see  “You’ve  Been  Googled,”  Page 
43).  “It’s  hard  to  figure  out  if  they’re  your 
best  friend  or  your  competition,”  says 
Shield.  But  Girouard  doesn’t  want  to  alarm 
anyone.  “Legacy  applications  don’t  go  away 
overnight,”  he  says.  “We  aren’t  telling  CIOs 
to  get  rid  of  your  mainframes  or  get  rid  of 
your  client/server  [systems]. 

“We  want  CIOs  to  think  about  the  new 
areas  that  they  could  be  investing  in.  We 
will  start  them  down  that  path.” 


are  better  and  easier  to  use  than  their  enter¬ 
prise  counterparts.  And  if  Gmail  was  able 
to  address  the  archiving,  monitoring  and 
reporting  requirements  that  the  Securities 
and  Exchange  Commission  has  for  finan¬ 
cial  services  companies,  then  West  would 
probably  buy  it.  But  until  that  day  comes, 
he  has  no  choice  but  to  stick  with  his  legacy 
client/server  e-mail  application. 

If  Google  keeps  its  consumer  focus,  it 
may  never  acquire  the  business  skills  to 
satisfy  customers  like  West.  “Consumers 
aren’t  yelling  for  the  kind  of  protection  that 
businesses  require,”  says  IDC’s  Feldman. 
But  Girouard  says  that  Google  created  its 
enterprise  division  to  make  its  consumer 
products  more  appealing  to  businesses. 
And,  he  says,  Google  is  partnering  with 
companies  in  the  corporate  space,  such  as 
consultancy  BearingPoint,  which  started 
an  enterprise  search  practice  in  February 
that  will  use  Google’s  technology.  In  mid- 
April,  Google  announced  partnerships  with 
enterprise  software  vendors  Oracle,  SAS 
and  Salesforce.com  to  enable  real-time 
search  across  those  companies’  applications. 

Adam  Sohn,  director  of  global  consumer 


Microsoft  cannot  use  its  monopoly  there 
to  limit  access  to  Google.  “They  cracked  the 
one  thing  that  Microsoft  has  not  cracked: 
They  have  a  Web-capable  platform,”  says 
West.  “Microsoft  does  not  have  that.” 

But  even  if  Microsoft  prevails— or  if 
Google  simply  implodes  on  its  own,  done  in 
by  growth,  internal  squabbling  or  hubris— 
the  model  will  survive  and  thrive.  Appli¬ 
cations  are  destined  to  move  to  the  Web. 
Perhaps  not  all  at  once,  and  maybe  not  even 
quickly  (after  all,  companies  are  still  run¬ 
ning  Cobol  applications  on  mainframes), 
but  Google  has  demonstrated  that  the  Web 
computing  model  is  viable. 

“Google  is  a  great  search  engine,”  says 
West.  But,  he  says,  its  real  legacy  will  be 
that  it  pioneered  a  new  approach  to  com¬ 
puting,  “combining  Web  services  and  cheap 
hardware  to  deliver  on  a  massive  scale.  In 
the  process,  they  changed  the  way  con¬ 
sumers  approach  technology.” 

And  that’s  going  to  change  everything 
for  CIOs,  rara 


Senior  Writer  Ben  Worthen  can  be  reached  at 
bworthen@cio.  com. 
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The  service-fulfillment 
model  for  IT  is  dying. 

A  new  philosophy  of 
innovation  and  pro¬ 
ductivity  is  being  born. 
Here’s  what  CIOs  need 
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it’s  reaching  a  consensus  about  it. 
The  trends  affecting  IT  today  are 
easy  enough  to  spot— outsourcing, 
globalization,  increased  regulation, 
increased  complexity  and  never- 
ending  demands  from  the  business  for  growth 
and  revenue— but  it’s  much  more  difficult  to  fig¬ 
ure  out  how  all  these  trends  will  converge  to 
determine  the  size,  composition  and  strategy  of 
the  IT  department  over  the  next  few  years. 

So  we  read  the  research— not  only  our  own 
“State  of  the  CIO”  surveys  (see  www2.cio.com/ 
research  for  all  the  data)  but  also  studies  by 
other  organizations— and  talked  to  some  of  the 
more  thoughtful  and  visionary  CIOs  we  know  to 
me  up  with  a  portrait  of  what  we  call  the  Post¬ 
modern  IT  Department. 


The  executive  summary  goes  like  this: 

The  Postmodern  IT  Department  will  be  smaller, 
more  distributed  and  dependent  on  a  tightly  inte¬ 
grated  supply  chain  of  vendors.  It  will  be  in  des¬ 
perate  need  of  multitalented  specialists  who  have 
in-depth  technology  knowledge  but  who  can  also 
create  new  products  and  capabilities  that  busi¬ 
nesspeople  might  never  have  envisioned. 

CIOs  will  need  to  transform  themselves  into 
innovation  leaders,  not  merely  infrastructure  stew¬ 
ards,  and  they  will  have  to  remake  their  depart¬ 
ments  in  that  image. 

IT  will  need  to  be  a  full  partner,  if  not  a  leader, 
in  business  process  innovation. 

Now  let’s  get  granular  and  see  what  the  Post¬ 
modern  IT  Department  will  look  like  and  how  it 
will  work. 
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IT  Organization 


1IT  will  assume  responsibility 
■  for  business  innovation  across 
the  company. 

IT  has  spent  the  better  part  of  40  years 
automating  business  processes.  It  could  do 
more,  but  that’s  not  what  the  business  is  ask¬ 
ing  for.  “The  discussion  that  the  business 
wants  to  have  today  is,  How  are  you  going  to 
partner  with  me  to  win  in  the  marketplace?” 
says  Shaygan  Kheradpir,  CIO  of  telecom 
giant  Verizon.  “They  see  that  the  world  is 
full  of  IT  innovations  that  the  customer  never 
asked  for.  When  did  a  customer  ever  ask  for 
the  iPod  or  Google?  Yet  once  they  get  them, 
they  can’t  live  without  them.” 

IT  can  envision  what  the  business  can’t 
by  combining  broadband  connectivity,  the 
Internet,  software,  and  even  gadgets  like  cell 
phones  and  PDAs  into  new  processes  and 
capabilities  that  solve  the  problems  of  the 
business  and  its  customers.  “IT  departments 
can’t  be  focused  simply  on  making  internal 
customers  happy  anymore,”  says  Ann  Senn, 
national  managing  director  of  strategy  and 
innovation  for  Deloitte  Consulting  U.S. 


new  combinations.  SOA  could  be  the  fastest- 
growing  enterprise  IT  strategy  in  history.  It 
became  practical  only  with  the  arrival  of 
Web  services  in  2001;  yet  by  the  end  of 2004 
a  Forrester  Research  survey  found  that 
70  percent  of  large  companies  had  adopted 
SOA,  with  19  percent  saying  they  are  using 
it  for  “strategic  business  transformation”— a 
promising  percentage  of  the  total  considering 
the  gaps  that  remain  in  Web  services  stan¬ 
dards  and  the  lack  of  proven,  standardized 
methods  for  implementing  an  SOA. 

IT’s  role  in  process  innovation  will  only 
increase,  say  CIOs,  because  the  demand  for 
process  innovation  among  businesspeople 
is  permanent  now,  thanks  to  the  Total  Qual¬ 
ity  Management  and  Six  Sigma  movements 
of  the  ’80s  and  ’90s.  “Process  change  has 
become  embedded  in  individual  functions 
and  business  units,  and  they  have  seen  the 
benefits  to  their  bottom  lines,”  says  Judith 
Campbell,  CIO  of  insurance  company  New 
York  Life.  “So  they  come  to  IT  because  they 
want  to  know  what  other  parts  of  the  com¬ 
pany  have  done.  We’ve  gone  from  being  the 
engineers  of  new  processes  to  being  the 
movers  of  innovation  across  the  company.” 

This  shift  from  providing  services  to 


technology  more  than  they  like  processes.” 

Yet  demand  for  IT  people  who  can  inno¬ 
vate  shows  signs  of  picking  up  over  the  next 
few  years.  In  a  survey  of  82  companies  that 
began  in  2005  and  is  continuing,  a  team  of 
academic  researchers  at  the  Society  of  Infor¬ 
mation  Management  (SIM)  asked  which 
skills  IT  leaders  thought  were  most  impor¬ 
tant  to  keep  in-house  today.  With  the  excep¬ 
tion  of  system  analysis  and  system  design, 
the  top  skills  were  all  related  to  business 
process  or  project  management.  The  IT 
leaders’  projections  for  their  internal  needs 
for  2008  were  nearly  identical— except  that 
business  skills  got  even  higher  rankings. 


2  Finance  will  no  longer 
■  control  IT. 

In  the  postmodern  IT  era,  CFO  control  over 
IT  will  wither  away.  In  fact,  the  trend  of  CIOs 
reporting  to  CFOs,  which  surged  following 
turn-of-the-century  hard  times,  has  reversed. 
In  Forrester’s  2005  survey  of  technology 
influencers,  40  percent  of  respondents  said 
their  CIO  reports  to  the  CEO,  up  from 
29  percent  in  the  2004  survey.  Another 
38  percent  of  CIOs  reported  to  the  COO  or 


to  find  expertise.  I  don’t  care 
riting  specialist  is  in  Dayton 
or  Zurich,  I  just  want  to  be  able  to  access 
that  person’s  skills  from  anywhere.” 

-Andy  Maier,  CIO,  Zurich  in  North  America 


“They  have  to  be  focused  on  what’s  going  to 
deliver  value  for  the  enterprise  and  external 
customers.  It’s  not  about  just  getting  the 
marketing  department  to  stop  yelling  at  me.” 

The  ongoing  shift  to  service-oriented 
architecture  (SOA)  will  improve  IT’s  ability 
to  innovate  because  it  requires  that  IT  under¬ 
stand  how  the  business  does  its  work.  SOA 
represents  the  highest  order  of  business 
process  innovation:  a  set  of  tasks  (termed 
services)  such  as  “credit  check”  or  “customer 
record”  that  are  expressed  in  technology  and 
can  be  combined  quickly  and  repeatedly  into 


innovating  new  ones  is  coming  in  baby 
steps  at  New  York  Life.  The  number  of  staff 
devoted  exclusively  to  process  design  and 
innovation  is  small.  There  are  10  innova¬ 
tion  experts  within  a  total  programming 
staff  of  600,  which  reflects  the  shortage  on 
Campbell’s  staff  of  people  with  relation¬ 
ship  and  management  skills,  as  well  as  a 
lack  of  interest  in  this  kind  of  work  among 
programmers  who  grew  up  loving  their 
ones  and  zeroes.  Moving  to  the  innovation 
group  “isn’t  a  natural  career  path  for  many 
people,”  says  Campbell.  “They  tend  to  like 


president,  up  from  27  percent  in  2004. 

“The  State  of  the  CIO  2006”  survey 
showed  an  even  higher  pull  from  the  corner 
office:  42  percent  of  the  545  CIOs  surveyed 
said  they  report  to  CEOs,  while  the  number 
reporting  to  CFOs  dropped  to  just  23  per¬ 
cent,  from  30  percent  in  2004.  “[Finance’s 
control  of  IT]  is  over,”  says  Nextel  CIO  Dick 
LeFave.  “IT  is  not  just  a  cost  exercise  any¬ 
more;  it’s  enabling  the  business.” 

For  New  York  Life’s  Campbell,  who 
reports  to  her  CEO,  finance’s  control  of  IT  is 
more  than  a  barrier;  it’s  a  competing  inter- 
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What's  It  All  About? 


Itrs  coming. 

Windows  Vista™  is  scheduled  to  arrive  for  volume 
license  customers  by  the  end  of  2006,  and  for  con¬ 
sumers  in  January  of  2007.  Windows  Vista  promises 
to  deliver  a  value  proposition  built  on  confidence, 
clarity  and  connectivity.  With  new  capabilities  and 
unprecedented  functionality,  Windows  Vista  has  the 
potential  to  greatly  help  business  and  IT  leaders  align 
their  technology  and  business  objectives. 

The  implications  of  Windows  Vista  are  massive 
and  worldwide,  because  nearly  every  business  and  IT 
decision-maker  will  be  touched  in  some  way  by  this 
new  operating  system. 

Today,  users  assume  an  implicit  confidence  in 
their  operating  system.  To  them,  an  operating  system 
is  like  dial  tone.  They  expect  it  to  be  there.  Windows 
Vista,  however,  does  more  than  just  show  up.  It  offers 
cost-effective  deployment,  enabled  by  image-based 
set-up,  image  creation  and  editing  and  servicing  tools 
that  Microsoft  estimates  can  help  dramatically 
reduce  the  cost  of  deployment  and  cut  down  on  the 
number  of  images  system  images  an  IT  department 
needs  to  manage.  Windows  Vista  also  will  likely 
reduce  the  amount  of  security-related  down  time  and 
is  expected  to  be  more  responsive  than  Windows  XP 

“Computers  today  are  a  vital  part  of  our  lives,  at 
work  and  at  home,”  said  Chris  Jones,  Corporate  Vice 
President,  Windows®  Client  Division.  “With 
Windows  Vista,  your  computer  will  run  more  reliably 
and  more  securely.  Today,  we  use  computers  to  store 
more  and  more  of  our  important  information  -  with 
Windows  Vista  you  can  get  to  your  documents, 
email,  pictures,  appointments  -  anything  you’ve 
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stored  -  easier  and  faster  than  ever  before. 
Increasingly,  computers  go  with  us  everywhere  -  and 
Windows  Vista  starts  faster,  connects  seamlessly  to 
the  network  when  working  remotely  and  includes 
the  ability  to  report  changes  in  network  connectivity 
to  applications,  all  in  order  to  provide  a  more  seam¬ 
less  connected  experience.  It  all  helps  you  connect 
to  the  people,  information  and  devices  you  need.” 

The  clarity  of  Windows  Vista  makes  it  easier  for 
users  to  find,  organize  and  use  information.  Windows 
Vista  will  help  users  become  more  productive  by  giving 
them  the  ability  to  better  search  for  and  organize  all  of 
the  files  on  their  PCs  in  ways  that  make  sense  to  them. 

Networking  is  a  24-7  requirement  for  companies 
of  all  sizes,  and  Windows  Vista  offers  seamless  con¬ 
nectivity  between  people  and  systems.  Individual 
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Windows  Vista: 

What's  It  All  About? 

contributors  and  project  teams  alike  can  easily  collaborate 
and  share  data  in  workgroups  or  domains,  via  support  for 
ad  hoc  and  peer-to-peer  groups.  The  ability  to  broadcast 
presentations  and  data  while  chatting  about  their  content 
will  help  make  meetings  more  productive  and  efficient. 

“Bringing  people  together  so  they  can  jointly  work  on 
the  projects  that  drive  their  businesses  has  been  a  goal  of 
Microsoft  for  many  years,”  Jones  says.  “Working  together 
in  real-time  environments  not  only  means  working  pro¬ 
ductively,  but  working  smarter.” 

Making  the  Move  Worthwhile 

Migrating  to  Windows  Vista  represents  a  major  commit¬ 
ment  for  companies  and  organizations.  In  order  to  facili¬ 
tate  this  commitment,  an  extensive  deployment  process 
has  been  established.  It  encourages  customers  to  evaluate 
their  business  needs,  decide  how  Windows  Vista  can  meet 
those  needs,  and  assess  their  current  network  and  desktop 
configurations,  in  addition  to  considering  possible  hard¬ 
ware  and  software  upgrades.  From  there,  it’s  a  matter  of 
choosing  the  right  tools  for  deployment  and  beginning  the 
process.  (See  “Are  You  Ready”  Checklist,  page  3) 

Customers  will  not  be  alone  when  they  make  this 
move.  Microsoft’s  continued  focus  on  its  partner  ecosys¬ 
tem  ensures  that  a  global  network  of  independent  soft¬ 
ware  vendors,  systems  integrators  and  other  business 
partners  will  be  educated  on  Windows  Vista  and  fully  pre¬ 
pared  to  offer  migration  strategies  and  support  services 
when  the  product  is  available. 

For  IT  organizations  that  have  been  charged  with  doing 
more  with  less  at  a  time  when  capital  budgets  are  still 

DEPLOYMENT  AND  MANAGEMENT 


4  keys  to  Reducing  TCO  though  easier  management: 

Reducing  Desktop  Support  Costs 
<•*  Simplifying  Desktop  Configuration  Management 
Increasing  Automation 
Reducing  Update  Management  Costs 

Want  to  learn  more  about  controlling  deployment  and 
management  costs  with  Windows  Vista?  Go  to 

http://www.microsoft.com/technet/windowsvista/evalu- 

ate/feat/mngfeat.mspx#EEAA 

tight,  the  move  to  Windows  Vista  can  be  a  step  toward  effi¬ 
ciency  and  innovation.  Microsoft  has  crafted  Windows 
Vista  in  a  way  that  represents  Microsoft’s  commitment  to 
reducing  the  total  cost  of  ownership  associated  with 
Windows-based  computers. 

“We  recognize  the  amount  of  time  and  resources 
required  for  a  major  operating  system  migration,”  says 
Jones.  “Fortunately  for  Microsoft  customers,  our  experi¬ 
ence  in  this  area  has  enabled  us  to  assemble  a  worldwide 
team  of  business  partners  who  can  ease  the  pain  and 
streamline  the  process  of  moving  up  to  Windows  Vista. 


Customers  will  further  benefit  from  the  wide-ranging  set 
of  tools  Microsoft  is  releasing  to  help  them  get  up  and 
running  on  Windows  Vista.  These  tools  run  the  gamut  — 
from  the  Business  Desktop  Deployment  Solution 
Accelerator  to  the  Application  Compatibility  Toolkit  to  the 
Windows  Automated  Installation  Kit.  We  believe  that  the 
effort  involved  in  the  migration  will  be  more  than  offset  by 
the  enhanced  working  environment  and  reduced  TCO 
realized  by  individuals  and  organizations.” 

Toward  that  end,  Windows  Vista  is  specifically  designed 
to  reduce  the  cost  of  desktop  support,  simplify  desktop 
configuration  management,  and  enable  better  centralized 

SECURITY 


Secure  Windows  Vista:  A  Four-pronged  approach: 

►  Fundamentals 

►  Threat  and  Vulnerability  Management 

►  Identity  and  Access  Control 

►  Information  Protection 

Want  to  learn  more  about  the  Windows  Vista  security  and 

compliance  enhancements?  Go  to 

http://www.microsoft.com/technet/windowsvista/security/ 

default.mspx 

desktop  management — while  decreasing  the  cost  of  keep¬ 
ing  systems  updated.  In  this  environment,  administrators 
can  automate  many  common  management  tasks,  leading 
to  scaled-down  maintenance  requirements  and  less  time 
required  to  resolve  support  issues. 

For  example,  Windows  Vista  includes  built-in  diagnos¬ 
tics  that  automatically  detect  and  diagnose  common  sup¬ 
port  problems  and  then  help  users  resolve  the  problems 
themselves.  Issues  such  as  failing  disks,  degraded  perform¬ 
ance,  lack  of  network  connectivity,  and  failure  to  shut  down 
properly  are  among  those  addressed  by  Windows  Vista. 

According  to  Jones,  “It’s  difficult  to  fully  appreciate 
Windows  Vista  until  you  realize  just  how  much  it  can  do 
for  you  automatically.  What  companies  will  notice,  how¬ 
ever,  is  the  reduced  costs  of  desktop  management  and 
support.  In  addition,  users  will  find  that  being  able  to 
solve  problems  on  their  own  liberates  them  from  depend¬ 
ing  on  administrators  who  are  frequently  so  busy  that  it 
can  take  them  hours  to  address  individual  service 
requests.  Now  those  hours  can  be  filled  with  productivity 
instead  of  down  time.” 

Performance,  Productivity  and 
Reliability 

Even  the  finest,  most  highly  functional  information  tech¬ 
nology  is  destined  to  fall  short  if  it  is  not  properly  mapped 
to  business  value.  With  that  simple  guideline  in  mind,  the 
many  enhancements  embodied  in  Windows  Vista  have 
been  designed  to  dovetail  with  a  wide  range  of  business 
requirements. 

For  example,  improved  and  more  secure  connectivity  is 
critical  to  more  productive  corporate  communications. 
This  is  especially  true  in  the  growing  number  of  companies 


ADVERTISING  SUPPLEMENT 


"ARE  YOU  READY" 


According  to  Gartner,  it  usually  takes  a  company  between  12  and  18  months  to 
plan  for  the  deployment  of  a  new  operating  system.  In  order  to  make  the 
most  of  that  time,  preparation  is  paramount.  The  following  "Are  You  Ready'1' 
checklist  is  intended  to  provide  some  guidelines  for  Windows  Vista  implementation. 

An  effective  deployment  plan  typically  includes  the  following: 

✓  All  the  details  for  customizing  Windows  Vista 
✓  A  schedule  for  the  deployment 

✓  An  assessment  of  your  current  configuration  (including  information  about  users, 
organizational  structure,  network  infrastructure,  and  hardware  and  software  needs). 
✓  Test  and  pilot  plans 
✓  A  rollout  plan 

Questions  to  ask  about  deployment  include: 

?  Are  you  going  to  upgrade  computers  or  perform  clean  installations? 

?  Which  installation  method  is  appropriate  for  you? 

?  Do  you  plan  to  install  multiple  operating  systems  on  individual  computers? 

Your  answers  to  the  preceding  questions  are  largely  determined  by  your  business 
goals  and  your  current  configuration.  For  example,  if  you  plan  to  install  Windows 
Vista  to  gain  enhancements  unavailable  to  current  Windows  XP  Professional  instal¬ 
lations,  upgrading  might  be  the  preferred  strategy. 

However,  if  your  desktop  computers  run  Windows  95,  you  must  do  a  clean  installa¬ 
tion  of  Windows  Vista.  Please  note  that  Some  PCs  that  now  run  Windows  95  will 
not  be  able  to  run  Windows  Vista.  However,  be  sure  to  check  the  minimum  hard¬ 
ware  requirements  for  Windows  Vista  before  doing  a  clean  installation  on  a 
Windows  95  machine,  (http://www.microsoft.com/technet/windowsvista/evalu- 
ate/hardware/vistahardware.mspx).  If  you  have  an  Active  Directory®  environment 
in  place,  you  can  use  Windows  Deployment  Services  (WDS)  to  standardize  the 
installations  across  your  desktops,  customize  and  control  the  installation  process, 
and  determine  the  media,  on  which  to  distribute  the  installation. 

For  more  information  on  deployment,  go  to  "Which  decisions  to  make  now  so  that 
you're  ready  for  Windows  Vista"  http://www.microsoft.com/technet/win- 
dowsvista/evaluate/hardware/vistahardware.mspx 
and 

http://www.microsoft.com/technet/windowsvista/evaluate/hardware/entpguid.mspx 


with  virtual  workforces  that  transpar¬ 
ently  link  centralized,  mobile  and  dis¬ 
tributed  employees.  Corporate  data  is 
growing  exponentially,  and  Windows 
Vista  not  only  gives  mobile  and 
remote  users  easy  and  more  secure 
connectivity  to  data,  but  makes  even  a 
simple  operation  such  as  turning  a 
computer  off  more  efficient.  The  ben¬ 
efits  of  mobility  are  undeniable.  In 
support  of  this  assertion,  OMNI 
Consulting  Group  claims  mobile 
worker  productivity  adds  roughly  five 
extra  hours  per  week  of  real  output  to 
the  mobile  enterprise. 

“The  business  value  ofWindows 
Vista  will  be  readily  apparent  to  com¬ 
panies  and  organizations  of  all  sizes,” 
states  Jones.  “Small  and  medium 
businesses  and  large  enterprises  all 
stand  to  benefit  from  the  many  new 
features  we  have  added.  Small  busi¬ 
ness  owners  will  find  themselves 
spending  less  time  on  IT  problems 
and  more  time  on  core  business 
processes,  while  customers  in  larger 
organizations  will  find  that  they  can 
deploy  their  administrative  resources 
more  efficiently.” 

Faster  boot  and  resume  enables 
users  to  become  productive  faster 
with  Windows  Vista.  Because  the  OS 
processes  login  scripts,  startup  appli¬ 
cations  and  services  in  the  back¬ 
ground,  users  are  able  to  get  more 
work  more  quickly.  The  new  Sleep 
state  function  combines  the  speed  of 
Standby  mode  with  the  data  protec¬ 
tion  and  low  power  consumption  of 
Hibernate,  so  startup  from  Sleep  state 
requires  just  seconds. 

In  many  cases,  Windows  Vista  is  more  responsive  than 
Windows  XP  on  the  same  hardware.  New  technology  can 
detect  deteriorating  performance  and  tune  it  automatical¬ 
ly.  SuperFetch™,  a  new  feature  in  Windows  Vista,  allows 
applications  and  files  to  load  much  faster  than  on 
Windows  XP-based  computers.  Because  it  understands 
the  applications  customers  use  the  most,  SuperFetch  pre¬ 
loads  them  into  memory,  so  the  user’s  system  is  more 
responsive  when  it  is  first  booted  or  switched  to  a  differ¬ 
ent  user  profile.  Detailed  performance  counters  help 
administrators  isolate  and  fix  complex  performance  prob¬ 
lems  more  quickly  and  easily,  saving  money  and  helping 
users  stay  productive. 

Other  reliability  and  performance  features  include 
Built-in  Diagnostics  and  Automatic  Recovery. 

Security  and  Compliance 

At  a  time  when  interior  and  exterior  security  threats  are 
top-of-mind  for  decision-makers,  the  business  value  of 
security  is  paramount.  It’s  a  sad  fact  of  life  that  robust  pro¬ 


tection  is  required,  but  as  a  recent  incident  involving  the 
theft  of  two  laptops  containing  personal  information  on 
an  undisclosed  number  of  Verizon  workers  makes  painful¬ 
ly  clear,  it  is,  and  now  more  than  ever. 

Microsoft  is  addressing  this  business-critical  area  by 
making  fundamental  investments  in  technology  to  help 
protect  customers.  Efforts  include  both  using  a  security 
development  lifecycle  to  develop  more  secure  software, 
and  providing  technology  innovation  in  the  platform  to 
provide  layered  defense,  or  defense  in  depth.  Windows 
Vista  includes  many  security  features  and  improvements 
designed  to  better  protect  client  computers  from  the  latest 
generation  of  threats,  worms,  viruses,  malware  and  other 
malicious  software. 

The  Windows  Vista  built-in  Web  browser  software, 
Microsoft  Internet  Explorer  7,  includes  many  security 
enhancements  that  help  protect  users  from  phishing  and 
spoofing  attacks.  New  features  include  Protected  Mode 
Internet  Explorer,  which  helps  protect  user  data  and  config¬ 
uration  settings  from  being  deleted  or  changed  by  malware. 

Windows  Vista  empowers  enterprise  users  with  appro- 


ADVERTISING  SUPPLEMENT 


Windows  Vista: 

What's  It  All  About? 

priate  hardware  to  better  protect  data  on  lost  or  stolen 
computers  via  BitLocker™  Drive  Encryption.  A  BitLocker- 
enabled  computer  will  have  its  entire  Windows  volume 
encrypted,  protecting  data,  files,  email,  and  intellectual 
property  from  unauthorized  and  prying  users. 

“Security  and  compliance  was  an  absolutely  make-or- 
break  area  for  Windows  Vista,”  Jones  declares.  “There  is  a 
struggle  going  on  out  there  between  the  good  guys  who 
are  trying  to  do  the  best  job  they  can  for  their  companies, 
and  the  bad  guys  who  are  dedicated  to  exploiting  the  very 
technology  that  has  empowered  them  in  order  to  do  harm 
or  commit  crimes.  We  have  made  Windows  Vista  more  vig¬ 
ilant  against  the  whole  gamut  of  security  threats.” 

Turning  to  compliance,  Windows  Vista  helps  protect 
business  data  while  keeping  companies  in  line  with 
both  internal  policies  and  the  ever-growing  number  of 
external  regulations  such  as  Sarbanes  Oxley.  Advances 
in  User  Account  Control  improve  security  while  allowing 
users  to  maintain  their  productivity.  Auditing,  tracking 
and  data  management  features  address  the  increased 
focus  on  traceability  and  accountability,  helping  compa¬ 
nies  to  remain  compliant  with  policies  and  regulations. 
And  the  personal  firewall  built  into  Windows  Vista 
builds  on  the  functionality  that  is  included  with 
Microsoft  Windows  XP  Service  Pack  2.  For  example, 
Windows  Firewall  in  Windows  Vista  will  allow  adminis¬ 
trators  to  block  applications  (such  as  peer-to-peer  shar¬ 
ing  or  instant  messaging  applications)  from  contacting 
or  responding  to  other  computers.  Windows  Vista  also 
features  enhanced  support  for  the  latest  wireless  securi¬ 
ty  protocols,  including  WPA2,  helping  you  avoid  con¬ 
necting  to  fraudulent  wireless  networks  which  seem  like 
legitimate  hotspots  but,  in  fact,  are  not. 

“It’s  no  accident  that  Windows  Vista  is  so  conducive  to 
meeting  the  stringent  demands  of  corporate  governance,” 
says  Jones.  “However,  even  if  Microsoft  hadn’t  planned  to 
make  Windows  Vista  so  compliance-compatible,  it  still 
would  have  turned  out  that  way  because  all  these  sup¬ 
porting  capabilities  just  make  good  business  sense.” 

CONNECTIVITY  AND  PRODUCTIVITY 


Keying  in  Productivity:  Windows  Vista  Enhancements 

*  Information  Virtualization 

*  Search  Folders 

*  Ease  of  Sharing 

*  Improved  Mobility 

*  Desktop  Search 

To  learn  more  about  networking  and  sharing  with  Windows 
Vista,  go  to  http://www.microsoft.com/technet/win- 
dowsvista/network/default.mspx. 

For  more  information  on  using  Windows  Vista  to  enhance 
your  performance,  go  to  http://www.microsoft.com/tech- 
net/windowsvista/evaluate/keyreas.mspx. 


FOR  DEVELOPERS  ONLY 


A  primary  goal  of  the  WinFX®  API  is  to  make  it  simple  for 
developers  to  build  a  broad  variety  of  applications  more 
quickly  than  they  can  today,  whether  they're  part  of  a 
development  team  in  a  Global  100  company  or  in  a  small 
ISV.  To  do  this,  WinFX  delivers: 
k  A  consistent  programming  model  across  all  Windows 
Vista  features 

k  A  single,  intuitive,  "right  way"  to  do  common  tasks 
k  High-level  class  libraries  that  encapsulate  common  tasks 
k  A  familiar  programming  paradigm  that  builds  on  existing 
skills 

k  A  framework  that  is  “tool-friendly" 

More  information  for  developers  is  available  at 

http://msdn.microsoft.com/windowsvista/default.aspx 

Optimizing  the  IT  Infrastructure 

Windows  Vista  is  about  cutting  costs  and  providing  a  bet¬ 
ter  return  on  IT  investments,  two  pillars  of  business  value. 
Managing  desktops  can  be  prohibitively  expensive  with 
multiple  desktop  images  to  maintain  and  test.  Windows 
Vista  can  help  reduce  image  engineering,  testing  and 
deployment  costs  with  a  single  world  wide  image,  which 
can  deliver  dramatic  savings. 

This  represents  a  welcome  change  for  IT  departments 
that  currently  maintain  separate  OS  images  for  each  lan¬ 
guage  and  computer  hardware  type  in  their  company.  The 
modularized  architecture  and  file-based  imaging  format 
in  Windows  Vista  enables  a  single  OS  image  to  be 
deployed  to  different  types  of  hardware  with  different  lan¬ 
guage  requirements. 

The  Windows  Vista  Value  Proposition 

Windows  Vista  promises  to  provide  organizations  of  all 
sizes  with  a  new  level  of  confidence  in  the  security,  relia¬ 
bility  and  operational  efficiencies  of  their  desktop  operat¬ 
ing  system.  It  also  provides  employees  with  clearly- 
defined  ways  to  organize  and  use  information  while  offer¬ 
ing  seamless  connectivity  between  people  and  systems. 

Conclusion 

Windows  Vista  is  coming  soon.  As  a  technology,  it  makes 
strides  toward  addressing  today’s  IT  needs:  driving  inno¬ 
vation  and  business  value  through  technology.  As  an 
enabler  of  people,  it  will  engender  insights  that  allow 
employees  to  make  decisions  and  act  on  those  decisions 
as  never  before.  Windows  Vista  means  business. 

Notes  Jones,  “We  believe  that  our  customers  will  be 
really  pleased  by  all  the  efficiencies  that  we  have  built  in, 
and  the  cost  savings  that  result  from  them.  Microsoft 
believes  that  when  these  efficiencies  are  combined  with 
the  enhanced  reliability  and  security  offered  by  Windows 
Vista,  customers  could  find  themselves  working  better, 
faster  and  more  creatively  than  ever  before.”  ■ 

©  2006  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  Active  Directory,  BitLocker, 
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of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  The  names  of  actual  compa¬ 
nies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


E't,  “CFOs  are  either  specifically  being 
ompensated  on  how  well  their  deals  are 
oing  or  how  much  expense  they’re  cut- 
ing,”  she  says.  “IT  has  to  be  making  invest¬ 
ments,  and  CFOs  aren’t  rewarded  for  letting 
lem  do  that.  You  can’t  run  IT  on  a  one- 
ear  return  on  investment  anymore.” 

Lee  Jones,  a  former  pharmaceutical 
esearch  and  development  executive  who 
lecame  CIO  of  the  global  pharmaceutical 
ivision  of  Abbott  Laboratories,  agrees. 
Having  the  CFO  in  charge  reinforces  the 
oncept  that  IT  is  a  cost  to  be  controlled,” 
;ays  Jones,  who  is  now  president  and  CEO 
)f  Essential  Group,  a  pharmaceutical  serv- 
ces  company.  “CFOs  will  tend  to  manage  IT 
is  a  commodity.” 

In  a  postmodern  world,  IT  is  definitely 
mot  a  commodity. 


SIT  governance  will  settle 
■  on  the  federated  model  and 
shared  services. 

After  the  “dotbomb,”  companies  were  rife 
with  recriminations  about  the  quality  of  gov¬ 
ernance  inside  their  IT  organizations.  Iron¬ 
ically,  it  was  uncontrolled  demand  from  the 
business  to  build  new  Internet-enabled  infra¬ 
structures  and  business  applications  that 
contributed  to  out-of-control  topline  costs, 
not  irresponsible  IT  governance.  But  that 
crisis  passed.  Most  companies  have  since 
adopted  IT  investment  and  prioritization 
processes  that  involve  key  senior  business 
executives.  Most  CIOs  have  implemented 
governance  processes  for  standardizing 
infrastructure  and  applications.  SOA  offers 
hope  for  creating  an  IT  infrastructure  based 
on  the  work  of  the  business  rather  than 
applications  and  functional  silos. 

IT  has  long  had  a  plethora  of  mechanisms 
for  governing  itself  and  the  products  it  offers. 
There  are  widely  accepted  frameworks  to 
guide  CIOs  in  nearly  every  aspect  of  their  oper¬ 
ations,  from  IT  service  management  (ITIL)  to 
application  development  (CMMI)  to  project 
management  (PMP  certification).  There  are 
also  general  best  practices  that  have  become 
staples  of  most  IT  governance  strategies.  For 
example,  a  recent  Forrester  survey  found  that 
nearly  70  percent  of  respondents  had  a  formal 
IT  steering  committee  inside  their  companies. 
Of  course,  just  having  committees  and 


It’s  what  the  business  wants. 
Here’s  how  to  do  it. 


1.  Create  a  business/IT  rotation  program.  Businesspeople  often  don’t  know 

what  to  ask  for  from  IT,  and  IT  people  often  don’t  know  about  business  situa¬ 
tions  where  IT  could  be  applied.  Move  IT  people  into  the  business  and  vice 
versa  and  watch  innovation  bloom. 

2.  Move  the  focus  from  technology  testing  to  simulation  in  a  business  context. 

Systems  can  work  well  and  still  fail  because  they  don’t  meet  a  business  need. 
Test  your  systems  in  a  business  context— with  real  people,  data  and  customers. 

3.  Build  an  innovation  team.  Innovation  during  the  course  of  projects  or  daily 
business  is  accidental.  Make  it  purposeful  by  devoting  a  small  group  to  ongo¬ 
ing  pilot  projects  and  meetings  with  businesspeople. 

4.  Mesh  IT  development  with  product  development.  Product  engineers  are 
often  segregated  from  IT,  but  with  increasing  levels  of  technology  built  into 
products,  IT  people  could  help  speed  the  development  process  or  even  collab¬ 
orate  on  new  products. 

5.  Look  outside  the  enterprise  to  partner  with  others  on  innovation.  A  swarm 
of  small,  global  companies  has  moved  in  to  take  the  place  of  big,  internal  cor¬ 
porate  R&D  departments. 

6.  Squeeze  savings  out  of  the  infrastructure  and  dedicate  the  money  to 
innovation.  A  program  to  constantly  reduce  fixed  costs  means  there  will  be 
more  money  for  innovation. ..without  budget  increases. 

7.  Use  process  improvement  methodologies  (CMM,  ITIL  and  so  on)  to 
decrease  innovation  cycle  time.  Using  CMM  to  standardize  and  improve 
software  development  processes  means  new  projects  can  be  completed  more 
quickly. 

8.  Conduct  interviews  with  all  levels  of  the  business.  These  discussions  don’t 
have  to  be  limited  to  specific  projects.  Interviewing  businesspeople  about 
what  they  do,  what  their  problems  are  and  what  they’d  like  to  do  next  is  the 
first  step  toward  innovation. 

9.  Create  a  joint  IT  and  business  capital  spending  plan.  Many  companies 
consider  IT  and  business  spending  separately.  It’s  time  to  merge  them.  Link¬ 
ing  the  IT  budget  to  plans  to  build  a  new  factory  could  make  it  a  better  factory. 

10.  Design  contractual  requirements  for  innovation  spending  and  planning  with 
outside  vendors.  You  devote  a  portion  of  your  spending  to  innovation,  so  why  not 
make  business-specific  innovation  a  part  of  your  contracts  with  your  vendors? 

-C.K. 


SOURCES:  Forrester  Research,  Gartner.  CIO  reporting 


frameworks  doesn’t  necessarily  mean  that 
IT  will  be  happily  governed.  “The  concepts 
are  all  in  place  now,”  says  Dow  Chemical 
CIO  David  Kepler.  “There’s  a  road  map  to 
follow.  But  we’re  still  a  long  way  from  imple¬ 
menting  it  all.  And  while  we’re  doing  it,  the 
road  map  could  change.” 

Yet  a  general  direction  for  running  IT  has 
emerged.  CIOs  have  come  to  a  consensus  on 
the  overall  organizational  model  for  IT:  a  mix 


of  centralized  and  local  services  known  as 
the  federated  model,  which  is  governed  cen¬ 
trally  by  a  small  headquarters  staff  that  gives 
varying  degrees  of  autonomy  to  IT  groups 
allied  with  different  business  units,  functions 
or  geographies.  Driven  by  the  mandate  to 
control  costs,  most  IT  organizations  have 
begun  sharing  use— and  cost— of  infrastruc¬ 
ture,  business  applications  and  generic 
processes  supported  by  IT  (such  as  finance 
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and  HR)  across  the  enterprise,  while  allowing 
unique  resources  to  remain  local.  In  a  recent 
survey,  Forrester  found  that  67  percent  of 
CIOs’  IT  investments  crossed  organizational 
boundaries,  with  that  percentage  expected 
to  stay  the  same  or  rise  over  time  for  91  per¬ 
cent  of  those  companies  surveyed.  Indeed, 
most  of  IT’s  emerging  best  practices  have 
some  element  of  sharing  governance  and  cost 
at  their  core— everything  from  project  man¬ 
agement  offices  to  IT  governance  councils  to 
IT  investment  and  SOA. 

Shared  services  will  drive  companies  to 
deemphasize  the  control  that  independent 
business  units  exercise  over  IT.  “The  feder¬ 
ated  model  has  won,”  says  John  Hill,  a  former 
CIO  at  Praxair  who  is  now  CTO  of  IT  service 
provider  Siemens  Business  Services.  “Cen¬ 
tralized/decentralized  is  struggling  against 
extremes,  which  means  the  pendulum  is  con¬ 
stantly  swinging.  Federated  lets  you  balance 
things  in  a  more  delicate  fashion.” 

It  will  be  up  to  the  CIO  to  manage  this 
delicate  balance,  being  careful  not  to  permit 
rogue  spending  or  allow  standards  to  slip  at 
the  local  level,  while  also  demonstrating  to 
their  various  local  constituencies  that  some 
of  the  more  centralized  governance  mech¬ 
anisms  are  not  robbing  them  of  speed  or 
flexibility.  It  is  literally  a  full-time  job. 

4  CIOs  will  stop  identifying 
■  with  technology. 

Gaining  credibility  as  a  business  strategist 
requires  that  CIOs  shake  an  old  habit:  their 
self-identification  with  technology.  “You  have 
to  be  allied  with  the  company  first  and  tech¬ 
nology  second,”  says  Dow  Chemical’s  Kepler. 
“You  have  to  be  viewed  by  the  CEO  as  some¬ 
one  who  defines  success  not  in  terms  of  tech¬ 
nology  implementations  but  in  terms  of 
success  for  the  company.”  That  means  sub¬ 
suming  a  passion  for  technology  to  a  pas¬ 
sion  for  business.  “You  have  to  be  seen  as 
being  dispassionate  about  technology,”  says 
Kepler.  “If  you’re  going  to  take  a  risk  on  build¬ 
ing  an  untested  enabling  technology,  you 
have  to  have  a  great  understanding  of  the 
business.  The  high  failure  rates  of  new  tech¬ 
nologies  come  from  missing  the  connection 
between  the  success  of  the  technology  and 
the  goals  of  the  company.” 
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and  technology 
second.” 


-David  Kepler,  CIO,  Dow  Chemical 


The  attitude  change  in  the  IT  department 
will  be  no  less  dramatic.  In  a  2005  SIM  sur¬ 
vey  of  skills  that  CIOs  expect  to  most  value 
in  their  IT  staffs  over  the  next  three  years, 
project  management  led  the  list,  followed 
closely  by  company,  functional  and  industry 
knowledge.  Other  skills  in  demand  included 
business  process  reengineering,  user  rela¬ 
tions  management,  negotiation,  change 
management,  communication  and  manag¬ 
ing  expectations.  Only  two  technical  skills 
(systems  analysis  and  systems  design)  made 
the  top  15— and  both  of  those  skills  focus 
more  on  architecture  and  process  than  on 
hard-core  programming. 

CIOs  will  need  all  the  leadership  skills 
they  can  muster  to  manage  this  shift  without 
driving  away  their  most  experienced  people. 

5  The  IT  function  will  fragment, 
■  and  then  it  will  need  to  be 
reorganized. 

To  some  extent,  the  deconstruction  of  IT 
has  already  occurred,  especially  in  big 
companies  where  the  large  scale  of  IT  and 
the  separation  of  IT  functions  such  as  help 


desk,  application  maintenance  and  some 
programming  have  made  them  candidates 
for  outsourcing.  More  and  more  jobs  in  IT 
will  become  components  in  a  distributed 
services  supply  chain  modeled  on  today’s 
distributed  manufacturing  supply  chains. 

IT  departments  already  have  undergone 
a  structural  shift.  The  number  of  pro¬ 
grammers  employed  in  the  United  States 
has  dropped  by  25  percent  since  its  peak 
in  2000,  even  though  the  total  number  of 
IT  workers  has  increased  slightly  since 
then,  according  to  the  Bureau  of  Labor  Sta¬ 
tistics.  In  our  “State  of  the  CIO  2006”  sur¬ 
vey,  76  percent  of  respondents  said  they 
outsource  application  development,  main¬ 
tenance  or  support— more  than  double  the 
next  highest  category. 

In  one  respect,  the  distributed  services 
supply  chain  model  is  actually  creating  more 
work.  As  pieces  of  the  IT  supply  chain  break 
off  and  become  more  specialized,  the  need  for 
coordination  of  the  pieces  increases.  That 
means  the  number  of  internal  jobs  depend¬ 
ent  upon  external  people  is  increasing.  This 
shift  is  reflected  by  the  new  emphasis  in  IT 
departments  on  relationship  management 
and  project  management. 

Economists  call  these  kinds  of  skills  tacit 
work,  which  requires  the  ability  to  analyze 
information,  grapple  with  ambiguity  and 
solve  problems,  often  based  on  experience. 
Tacit  interactions  are  complex  and  require 
interaction  (such  as  managing  a  software 
development  project)  rather  than  being 
simple  and  solitary  (fielding  help  desk  calls 
with  a  script,  for  instance). 

Tacit  jobs  have  been  growing  three  times 
faster  than  employment  in  the  entire  national 
economy,  according  to  consultancy  McKin- 
sey,  and  they  make  up  70  percent  of  all  U.S. 
jobs  created  since  1998  and  41  percent  of  the 
total  labor  market  in  the  United  States.  These 
roles  track  pretty  closely  with  the  categories 
where  the  Department  of  Labor  says  IT 
employment  has  made  the  biggest  gains 
since  2000:  application  engineers,  systems 
engineers  and  network  analysts. 

For  CIOs,  the  challenge  will  be  to  design 
and  manage  global  IT  supply  chains  that  link 
various  skill  sets  (including  tacit  work)  and 
multiple  components  of  IT  work  into  logical 
units.  “In  the  future,  IT  is  going  to  need  to  be 
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able  to  work  as  a  global  team  to  tap  into  dif¬ 
ferent  capability  pools  to  serve  the  business 
better,”  says  Andy  Maier,  CIO  of  Zurich  in 
North  America,  which  is  creating  a  more 
global  IT  function  in  response  to  a  global  busi¬ 
ness  reorganization.  “The  thing  is  to  find 
expertise— underwriting,  for  example— 
around  the  world  and  centralize  it  along  the 
business  value  chain  rather  than  according  to 
geography.  I  don’t  care  if  an  underwriting 
specialist  is  in  Dayton  or  Zurich,  I  just  want 
to  be  able  to  access  that  person’s  skills  from 


anywhere.”  The  glue  that  Maier  is  using  to 
link  his  IT  supply  chain  is  common  applica¬ 
tion  development  processes  and  tools,  along 
with  globally  shared  repositories. 

As  Maier  suggests,  the  growth  of  this 
supply  chain  means  that  fewer  employees 
will  be  fixed  in  a  particular  project  or  geog¬ 
raphy.  “You  may  only  have  a  couple  of  peo¬ 
ple  assigned  to  a  particular  project  from 
beginning  to  end,”  predicts  Diane  Morello, 
research  vice  president  for  Gartner.  “The 
rest  will  come  in  and  out  as  they  are  needed, 


based  on  their  competencies.” 

If  the  supply  chain  gets  gummed  up,  the 
CIO  and  the  IT  department  will  be  account¬ 
able  for  the  entire  sticky  mess.  Rebecca 
Rhoads,  CIO  of  aerospace  and  defense  con¬ 
tractor  Raytheon,  says,  “You  may  have  a  lot 
of  different  providers  in  the  model,  but  at 
the  end  of  the  day  you  have  to  make  sure  the 
processes  and  services  are  reliable  and 
accessible.  If  there’s  a  break  in  the  chain, 
you  will  be  responsible.  Where  the  break  is 
and  who  caused  it  isn’t  going  to  matter 
much  to  the  business  or  the  user.” 

In  the  Postmodern  IT  Department,  Rhoads 
says,  “What’s  going  to  make  us  successful  is 
our  ability  to  manage  end-to-end  services.” 

6  IT  ROI  will  become  even 
■  more  difficult  to  prove. 

The  increase  in  the  number  of  tacit  jobs  in 
the  U.S.  economy  in  the  coming  years  has 
both  good  and  bad  implications  for  IT.  Tacit 
IT  is  not  about  automation— the  meat  and 
drink  of  IT  since  its  inception  and  the  route 
to  easily  measured  ROI.  Tacit  IT  is  all  about 
decision  support,  knowledge  management, 
business  intelligence  and  artificial  intelli¬ 
gence.  That’s  a  tough  row  to  hoe  for  CIOs 
trying  to  justify  their  existence.  More  and 
more,  businesspeople  want  information 
rather  than  systems,  new  capabilities  rather 
than  automation.  In  a  2005  survey  of  IT 
and  business  executives,  McKinsey  found 
that  only  29  percent  of  business  executives 
believed  that  automating  business  processes 
was  the  best  route  to  improving  operating 
efficiencies,  while  43  percent  of  IT  execu¬ 
tives  highlighted  it.  Those  numbers  speak  to 
a  significant  disconnect  between  what  busi¬ 
ness  executives  want  and  what  IT  execu¬ 
tives  think  they  want. 

But  there  is,  in  fact,  room  for  more  process 
automation.  According  to  a  survey  by  con¬ 
sultancy  Accenture,  fewer  than  10  percent  of 
customer  interactions  and  13  percent  of  sup¬ 
plier  interactions  are  online.  CIOs  said  they 
could  triple  those  numbers. 

Eventually,  however,  the  shift  to  tacit 
work  means  that  opportunities  for  automa¬ 
tion  could  disappear.  And  the  pressure  will 
be  on  vendors  to  make  technology  think, 
rather  than  automate.  As  the  McKinsey 


While  CIOs  increasingly  demand  that  their  programmers 
understand  the  business,  they’re  also  asking  for  a  deeper 
knowledge  of  new  technologies 


IT  needs  generalists  today,  a  more 
accurate  term  might  be  multi-specialists.  Programmers  who 
remain  solely  programmers  will  have  to  be  highly  specialized  and 
extremely  skilled  to  survive  against  international  competition. 
Meanwhile,  other  jobs  in  IT  will  require  at  least  a  solid  grounding 
in  programming,  along  with  a  strong  specialization  in  other  skills,  such  as  project 
management  and  business  process  (probably  both).  “You  can’t  say,  'I  can  manage 
but  I  can’t  do,”’  says  Verizon  CIO  Shaygan  Kheradpir.  Adds  Dow  Chemical  CIO 
David  Kepler,  “[Programmers]  need  to  maintain  breadth,  but  they  also  need  depth 
in  one  or  two  areas.  Credibility  comes  from  getting  results  and  seeing  the  broader 
issues,  but  sometimes  you  need  to  be  able  to  go  into  the  detail.  If  you  can’t  go  into 
the  detail,  you  won’t  be  able  to  solve  problems.” 

This  helps  explain  why,  in  the  era  of  outsourced  application  development, 

CIOs  who  responded  to  C/0’s”State  of  the  CIO”  survey  (www2.cio.com/research) 
said  the  two  skills  they  wanted  most  in  entry-level  employees  were  project  man¬ 
agement  and  application  development— by  an  almost  equal  measure.  "My  peo¬ 
ple  are  becoming  more  specialized  every  day  because  the  amount  of  technology 
in  the  infrastructure  is  growing  so  fast,”  says  New  York  Life  CIO  Judith  Campbell. 

“A  generalist  is  often  said  to  mean  you  don’t  know  much  about  anything,”  says 
Peter  Lowes,  leader  of  Deloitte  Consulting's  Outsourcing  Advisory  Practice.  “I  think 
you  have  to  be  an  incredible  specialist  in  your  slice.  It  is  through  this  specialization 
that  you  will  have  the  leadership  and  focus  necessary  to  remain  innovative.” 

The  industrialization  and  compartmentalization  of  the  IT  supply  chain  for 
both  products  and  services  are  driving  the  need  for  multi-specialization,  he  adds. 
“In  the  old  days,  the  application  designer  had  to  think  about  every  aspect  of  IT, 
from  the  CPU  speed  to  the  network  to  the  GUI.  As  the  supply  chain  develops, 
you  are  to  a  certain  degree  unburdened  from  those  concerns.  You  are  free  to 
develop  specialization  in  the  areas  that  really  matter  to  the  end  users.”  -C.K. 
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report  states:  “Machines  can’t  recognize 
uncodified  patterns,  solve  novel  problems, 
or  sense  emotional  responses  and  react 
appropriately;  that  is,  they  can’t  substitute 
for  tacit  labor  as  they  did  for  transactional 
labor.  Instead,  machines  will  have  to  make 
tacit  employees  better  at  their  jobs  by  com¬ 
plementing  and  extending  their  tacit  capa¬ 
bilities  and  activities.” 

The  good  news  is  that  structuring  and 
supporting  tacit  relationships  using  tech¬ 
nology  is  still  very  new  and  virtually  unex¬ 
plored.  For  example,  McKinsey  found  that 
companies  in  the  top  quartile  of  growth  in 
labor  productivity  between  1998  and  2004 
spent  $6,200  per  employee  on  technology 
for  tacit  work  and  $38,200  for  transactional. 
There’s  a  lot  of  room  to  shift  that  investment 
as  more  transactional  work  starts  going  out 
the  door.  The  bad  news  is  that  decision  sup¬ 
port  technology  is  difficult  to  build  and  the 
results  difficult  to  measure. 

7  The  entry-level  IT  job 
i  will  disappear. 

The  Postmodern  IT  Department  will  be 
looking  for  people,  but  CIOs  won’t  be  able 
to  find  them.  For  Nancy  Markle,  former 
president  of  SIM,  the  impact  of  the  talent 
gap  will  rival  that  of  the  technology  gap 
the  United  States  became  aware  of  when 
the  Soviets  launched  the  Sputnik  program 
in  the  late  ’50s.  ’’The  technology-rich  inno¬ 
vators  are  going  to  be  the  economic  leaders 
of  the  world,”  says  Markle.  “Other  coun¬ 
tries  are  moving  ahead  because  they  have 
government-sponsored  programs.  We  need 
to  have  government-sponsored  programs 


‘The  concept  of  providing 


a  secure, 

stable  infrastructure  is  merely  the  price 
of  admission  today.  To  survive,  you 
have  to  be  a  transformational  CIO.” 


-Jeffrey  Campbell,  CIO,  BNSF  Railway 


that  target  every  level  from  elementary 
school  through  college.” 

In  2005,  when  SIM  researchers  asked 
IT  leaders  which  skills  they  felt  might  dis¬ 
appear  from  their  departments  by  2008 
because  those  skills  would  become  obso¬ 
lete,  automated  or  outsourced,  the  top 
ranked  were:  programming  (except  for 
“new”  programming  skills  like  Java,  .Net 
and  Linux),  operations,  desktop/help,  and 
mainframe/legacy  skills—the  kinds  of 
skills  that  used  to  keep  personnel  busy  hir¬ 
ing  entry-level  employees. 

Yet  when  the  SIM  researchers  asked  IT 
leaders  which  background  they  valued 
most  in  entry-level  employees,  the  vast 
majority  chose  computer  science.  And  the 
core  of  most  computer  science  programs 
in  this  country  is  still  programming— pre¬ 
cisely  the  skill  that  IT  leaders  told  SIM  they 
don’t  value  anymore. 

Not  surprisingly,  students  are  reading 
those  tea  leaves.  The  number  of  kids  who 
are  choosing  to  major  in  computer  science 
has  plummeted  by  nearly  half  since  its  peak 
of  3.7  percent  of  freshmen  in  2000,  accord¬ 
ing  to  the  Higher  Education  Research  Insti¬ 
tute  at  the  Graduate  School  of  Education  and 
Information  Studies  at  UCLA.  Just  1.4  per¬ 
cent  of  all  incoming  freshmen  in  2004  said 
they  would  select  the  major,  and  the  number 
of  women  interested  in  computer  science  has 
dropped  to  its  lowest  level  since  the  ’70s. 
Meanwhile,  fewer  foreign  students  are 
choosing  to  remain  in  the  United  States  after 
graduation  because  job  opportunities  in  their 
home  countries  have  improved  dramatically. 

A  few  schools  in  the  United  States  have 
responded  by  offering  combined  business 
and  IT  curricula.  But  the  kinds  of  skills  CIOs 
are  looking  for  in  their  employees— project 
management,  communication,  expectations 


management— are  difficult  to  teach  in  the 
classroom. 

Some  schools  are  making  internship  pro¬ 
grams  a  larger  part  of  their  curricula.  Kevin 
Gallagher,  assistant  professor  of  manage¬ 
ment  information  systems  at  Florida  State 
University’s  College  of  Business,  has 
increased  the  number  of  internships  for 
students  in  his  mixed  IT  and  business  pro¬ 
gram.  But  Gallagher  is  limited  by  the  time 
necessary  to  set  up  the  internships  and  by 
the  budgets  of  local  businesses.  Indeed, 
though  many  CIOs  have  internship  pro¬ 
grams,  most  are  for  only  a  few  positions— 
not  nearly  enough  to  fill  gaps  that  will  arise. 
“I  think  the  universities  and  colleges  will 
not  produce  enough  people  to  keep  up  with 
demand,  and  the  same  goes  in  Europe,” 
says  Zurich’s  Maier. 

8  CIOs  will  have  to 
■  step  up. 

CIOs  who  faultlessly  deliver  services  of  the 
traditional  variety— infrastructure,  applica¬ 
tion  portfolio  and  support— should  expect 
to  be  under  pressure  to  do  more,  or  soon  they 
can  expect  to  be  looking  for  work.  “IT  organ¬ 
izations  that  focus  on  managing  infrastruc¬ 
ture  and  back-office  applications  may  be 
good  candidates  for  outsourcing,”  says  For¬ 
rester’s  Laurie  Orlov,  VP  and  research  direc¬ 
tor  of  the  IT  Management  Team.  ’’Those 
organizations  are  thought  of  as  cost  centers.” 

“The  concept  of  providing  a  secure,  stable 
infrastructure  is  merely  the  price  of  admis¬ 
sion  today,”  says  Jeffrey  Campbell,  CIO  of 
BNSF  Railway.  “[To  survive],  you  have  to 
be  a  transformational  CIO.”  BE! 


Executive  Editor  Christopher  Koch  can  be  reached 
via  e-mail  at  ckoch@cio.com. 
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After  ESPN's  restructuring,  the 
first  leadership  challenge  for. 
new  executive  VP  of  technology 
Chuck  Pagano  was  to  meld  three 
separate  technology  divisions 
into  one. 


Strategic  Leadership 


As  ESPN  fast 
breaks  into 
the  digital  age, 
Technology 
Executive  VP 
Chuck  Pagano 
is  calling  the 
plays.  To  inspire 
his  team, 

Pagano  relies 
on  communication, 
collaboration  and 
a  one-on-one 
leadership  style. 


BY  THOMAS  WAILGUM 


ESPN'S  CHUCK  PAGANO 


is  not  your  typically  brassy  sports  executive.  His  low-key 
personality  belies  his  status  as  an  industry  “playa”  who  scored  a  spot  on  the  Sporting  News  Power 
100  list.  He  loves  to  mix  it  up  with  the  troops,  rarely  utters  a  sports  cliche  and  refuses  to  get  caught 
up  in  the  celebrity  hype  of  ESPN’s  universe.  Above  all,  he  says  he  doesn’t  take  himself  too  seri¬ 
ously.  “Seriously,”  he  emphasizes. 

But  Pagano— a  onetime  ESPN  technical  director  who  is  now  executive  vice  president  of  tech¬ 
nology-will  need  to  draw  upon  the  goodwill  and  leadership  skills  accumulated  during  his  nearly 
three  decades  there  to  tackle  his  biggest  challenge  yet:  fusing 
the  long-separated  TV,  IT  and  new  media  divisions  into  a  sin¬ 
gle  business  unit  bound  by  a  strategic  vision  of  ESPN’s  future 
in  the  age  of  digital  and  high-definition  entertainment. 

Creating  a  team  where  one  hasn’t  existed  won’t  be  easy.  “We 
all  have  our  little  domains  of  business  expertise.  You  start  to  get 
tunnel  vision,  and  that’s  what  was  happening,”  Pagano  says. 

“I’m  pushing  everyone  toward  the  same  strategic  mission.” 


Reader  ROI 

::  ESPN’s  leap  into  all-digital 
multimedia  operations 

::  The  importance  of  a  unified 
technology  department 

::  Using  leadership  to  manage 
rapid  change 
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Push  is  the  operative  word.  ESPN  and  other 
broadcast  and  media  companies  face  increasing 
market  pressure  to  develop  new  business  models 
that  embrace  the  emerging  digital  technologies 
craved  by  consumers.  At  the  same  time,  compa¬ 
nies  must  also  figure  out  how  to  control  and  man¬ 
age  their  content  in  an  online  world  that  scoffs  at 
intellectual  property  rights. 

ESPN’s  strategy  going  forward  is  simple:  Give 
’em  what  they  want,  when  they  want  and  how  they 
want.  “More  than  anybody  else,  ESPN  has  been 
really  aggressive  with  using  new  ways  to  get  to  con¬ 
sumers  through  new  channels,  with  a  combination 
of  traditional  and  digital  media,”  says  Adi  Kishore, 
the  Yankee  Group’s  director  of  media  and  enter¬ 
tainment  strategies. 

How  the  company  will  continue  to  do  that,  Pagano 
says,  is  by  taking  first-mover  risks  to  deliver  content 
across  all  mediums  and  by  investing  in  leading-edge 
technologies  such  as  video-on-demand  to  get  it 
there.  “This  is  our  priority:  to  serve  the  fan  ^ 
any  way  we  can,  through  any  pipe,  any 
device,  in  whatever  way  they  want  to 
consume  us,  embrace  us,  fondle  us  and 
blow  in  our  ear,”  Pagano  says.  “We  don’t 
wait  for  the  trends  to  be  developed.” 

Pagano’s  strategy  hinges  on  trans¬ 
forming  ESPN  from  a  massive  collector 
of  videotape  into  a  nimble  data  center  that 
quickly  disseminates  multimedia  sports  con¬ 
tent  over  IP  and  broadband  networks  to  PCs, 
mobile  phones  and  iPods.  At  the  heart  of  that  strat¬ 
egy  is  ESPN’s  Digital  Center,  a  technically  sophisti¬ 
cated  TV  production  facility  that  is  the  springboard 
for  the  leap  into  all-digital  multimedia  operations. 

How  well  Pagano  can  lead  that  transformation  during  the  next 
several  years— and  whether  his  team  can  capitalize  on  the  power 
of  the  Digital  Center— remains  to  be  seen.  But  there  is  some  evi¬ 
dence  that  his  single-minded  vision  for  2006  and  beyond  has 
started  to  permeate  the  organization.  “Our  goal  is  to  be  the  inter¬ 
active  center  of  the  sportsman’s  universe,”  says  Aaron  LaBerge,  VP 
of  technology  for  ESPN.com,  who  reports  to  Pagano.  “Technology 
plays  a  key  part  in  us  doing  that,  and  the  more  transparent  that  we 
make  it  [to  the  consumer],  the  better.” 


A  MANDATE  FOR  GROWTH 

A  twentysomething  Pagano  was  among  the  original  35  staffers  of 
Entertainment  Sports  Programming  Network— known  today  as 
ESPN— when  it  launched  the  nightly  SportsCenter  newscast  at  7  p.m. 
on  Sept.  7, 1979.  As  cable  TV’s  popularity  grew  during  the  '80s,  so  did 
Bristol,  Conn.-based  ESPN.  It  signed  licensing  deals  with  the  National 
Football  League,  Major  League  Baseball  and  the  NCAA,  among  oth¬ 
ers.  The  company  became  so  attractive  in  1984  that  television  network 


've  got  to 

*  bring  technology 
to  the  next  bar  in  this 
organization  and  distrib 
ute  it  across  all  the 
platforms  that 
%  we  serve." 

^  -Chuck  Pagano, 
ESPN 


ABC  bought  it  for  a  reported  $227  million. 

ESPN  expanded  its  brand  through  the  ’90s  by  launching  ESPN 
Radio,  ESPN2,  ESPN.com,  ESPNews,  ESPN  The  Magazine,  a  restau¬ 
rant  chain  and  international  editions  of  its  products.  In  1996,  the 
Walt  Disney  Co.  purchased  ABC  (now  called  Capital  Cities/ABC) 
and  all  of  its  properties,  including  ESPN,  for  $19  billion. 

Disney  has  always  let  ESPN  be  ESPN— one  reason,  many  spec¬ 
ulate,  why  the  sports  network  has  been  so  successful.  The  brand 
is  a  force:  Its  stable  of  products  reached  nearly  68  percent  of  Amer¬ 
icans  in  the  fourth  quarter  of 2005.  U.S.  male  sports  fans  spend,  on 
average,  two  hours  a  day  with  ESPN.  To  top  it  off,  ESPN  knows  of 
about  25  kids  named  “ESPN.” 

But  last  fall,  Disney’s  new  president  and  CEO,  Robert  Iger, 
went  public  with  his  plans  for  the  Magic  Kingdom  and  its  sub¬ 
sidiaries,  including  ESPN,  calling  for  substantial  investments  in 
innovative  content  delivery  mechanisms  across  all  its  brands  by 
applying  new  technologies.  “Distribution  methods  and  new,  more 
sophisticated  consumer  electronics  devices  are  multiplying,  offer¬ 
ing  consumers  far  more  flexibility,  customization  and  control 
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over  how,  when  and  where  they  consume  content,”  Iger  told  ana¬ 
lysts  last  November. 

Iger  also  promised  that  ESPN  would  deliver  double-digit  annual 
profit  growth  to  Disney’s  coffers  through  2009.  ESPN’s  financials 
remain  private,  grouped  with  other  cable  entities  on  Disney’s 
annual  report,  but  Rider  Research  pegs  its  annual  revenue  at 
around  $5  billion,  about  15  percent  of  Disney’s  revenue,  with 
operating  earnings  of  nearly  $2  billion.  Disney’s  mandate  for 
growth  came  as  ESPN  was  busy  spending  tons  of  money:  In  2005 
it  spent  $8.8  billion  for  the  broadcast  rights  to  Monday  Night  Foot¬ 
ball  for  the  next  eight  years,  $2.4  billion  for  MLB  games,  and  report¬ 
edly  $2.1  billion  for  Nascar  events. 

Iger  took  the  reins  at  Disney  in  October  2005.  Later  that  month 
ESPN  President  George  Bodenheimer  announced  a  restructuring 
of  business  functions  into  six  areas:  content,  sales  and  marketing, 
international,  finance,  administration  and  technology.  In  an  e-mail, 
Bodenheimer  says  the  reorganization  was  caused  by  the  departure 
of  some  senior  ESPN  managers;  these  departures  provided  a  “clean 
slate”  opportunity  to  simplify  ESPN’s  structure,  which  “does  mir¬ 
ror  the  growth  priorities  set  by  [Iger]  for  the  Walt  Disney  Co.- 
creative  content,  technology  and  international  expansion.” 

Pagano  says  the  reorg  also  mended  long-standing  departmen¬ 
tal  disconnects.  “Before,  there  was  no  reason  for  [the  different 
departments]  to  be  together,”  Pagano  says.  “Now,  it’s  a  symbiotic 
relationship  between  content  and  technology.  That’s  the  way  the 
world  is  going.” 

To  lead  the  new  technology  division,  Bodenheimer  tapped 
Pagano,  then  senior  VP  of  engineering  and  technology.  The  two 
men  have  known  each  other  since  ESPN’s  early  days,  when  they 
watched  hockey  games  together  into  the  wee  hours  of  the  morning. 
“Chuck  really  embodies  all  the  qualities  of  ESPN’s  culture  and 
success— to  think  creatively  and  be  willing  to  go  in  new  direc¬ 
tions,”  Bodenheimer  says.  “He  empowers  his  people  to  lead  and  to 
serve  up  new  ideas.” 

To  keep  focused,  Pagano  carries  a  card  with  ESPN’s  five  pri¬ 
orities  for  2006:  Take  personal  responsibility  to  achieve  excel¬ 
lent  communication  and  cooperation  between  individuals  and 
across  departments.  Enhance  ESPN2  to  grow  ratings  and  prof¬ 
its.  Successfully  launch  and  establish  Mobile  ESPN.  Increase 
the  value  of  the  integrated  ESPN  and  ABC  Sports  assets  to  adver¬ 
tisers.  Grow  ESPN.com,  and  fast-track  broadband  initiatives. 

Pagano  has  his  work  cut  out  for  him. 


FROM  INTROVERTED  ENGINEER  TO 
EXTROVERTED  EXECUTIVE 

Plenty  of  friends  and  relatives  back  in  1979  tried  to  talk  Pagano  out 
of  leaving  his  technician’s  job  with  Hartford’s  WFSB-TV  to  work 
at  that  startup  sports  channel  in  Bristol.  “You’re  going  to  fail,” 
Pagano  recalls  them  saying.  Watching  him  work  the  ESPN  cafeteria 
in  2006,  it’s  obvious  he  made  the  right  choice.  Asked  if  he  knows 
everyone’s  name,  he  smiles:  “Just  about.” 

Pagano  refined  his  people  skills  and  his  reputation  as  both  a 
hands-on  TV  engineer  and  manager  at  ESPN  as  he  climbed  the 


ESPN'S  HISTORY 


SEPT.  1979  ESPN  launches  at  7  p.m.  EST 


APRIL  1983 

ESPN  begins  distributing 

programming  internationally 

APRIL  1984 

ABC  completes  purchase  of  ESPN 

from  Getty  Oil  for  a  reported 

$227  million 

JAN.  1992 

ESPN  Radio  launches 

OCT.  1993 

ESPN2  debuts 

APRIL  1995 

ESPNET  SportsZone  (now 

ESPN.com)  launches 

FEB.  1996 

The  Walt  Disney  Co.  completes 
acquisition  of  Capital  Cities/ABC 
(which  owns  ESPN)  for  $19  billion 

NOV.  1996 

ESPNews,  a  24-hour  sports  news 
network,  launches 

MARCH  1998 

ESPN  The  Magazine  launches 

JULY  1998 

First  ESPN  Zone  restaurant  opens 
in  Baltimore 

JAN. 2002 

ESPN  reaches  agreement  for 
multimedia  NBA  coverage, 
becoming  the  first  network  to 
televise  all  four  major  U.S. 
professional  sports  leagues 
(NFL,  NHL,  MLB,  NBA) 

MARCH  2003 

ESPN  HD,  a  high-definition  simul¬ 
cast  service  of  ESPN,  launches 

JUNE  2004 

ESPN’s  state-of-the-art  Digital 

Center  opens 

MARCH  2005 

ESPNU,  a  24-hour  network  devot¬ 
ed  to  college  sports,  debuts 

JUNE  2005 

ESPN  becomes  the  first  network 
in  cable  television  history  to  pass 
the  90  million  subscriber  mark  in 

the  United  States 

OCT.  2005 

ESPN  announces  a  reorganization 
of  its  business  units;  Chuck  Pagano 
is  promoted  to  executive  VP  of 
technology  and  is  charged  with 
uniting  television,  IT  and  online 
operations 

FEB. 2006 

ESPN  Mobile  launches 

SOURCE:  ESPN 
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ladder  from  technical  director  to  systems  engineering  and  project 
development  roles.  He  listened  to  and  learned  from  his  bosses,  not¬ 
ing  their  people-first  management  styles.  Pagano  consciously  made 
the  transition  from  introverted  engineer  to  extroverted  executive, 
becoming  more  of  a  “feeling  and  sensing”  person  and  leader,  he 
says.  “My  leadership  is  based  on  transformation  and  collaboration, 
and  that  started  years  ago,”  Pagano  says. 

In  his  latest  role  as  executive  vice  president  of  technology,  he  sees 
himself  first  as  a  cultural  ambassador.  “I’m  bringing  [together] 
three  disparate  areas  that  really  had  no  cohesion  before,”  says 
Pagano  of  the  IT,  TV  and  new  media  groups.  “They’re  all  doing 
great  jobs  in  their  separate  areas,  but  I’ve  got  to  bring  technology 
to  the  next  bar  in  this  organization  and  distribute  it  across  all  the 
platforms  that  we  serve.” 

One  of  the  ways  Pagano  does  that  is  by  holding  three-hour  meet¬ 
ings  every  other  Monday  with  his  department  heads.  There  he 
shares  business  strategy,  encourages  brainstorming  and  chal¬ 
lenges  the  team  to  address  cross-departmental  problems.  “We’ve 
never  had  a  single  governance  [before],”  says  Paul  Cushing,  who 
was  named  senior  vice  president  of  IT  during  the  restructuring  and 
reports  to  Pagano.  Now,  “we  look  at  technology  overall.  What  our 
priorities  are  for  the  company  are  all  in  one  bucket.  In  the  past,  it 
was  all  dealt  with  individually.” 

Pagano  is  also  a  devout  follower  of  “managing  by  walking  around.” 
E-mails  and  formal  meetings  aren’t  his  preferred  ways  of  interacting. 
“I  get  crazy  with  e-mail.  I  fundamentally  hate  it,”  he  says.  So  he  sets 
time  aside  at  least  three  days  a  week  to  visit  with  staff,  asking  ques¬ 
tions  and  delving  into  what  they  are  thinking  and  talking  about. 
“That’s  the  only  way  I  learn,”  he  says. 

Pagano  also  loves  to  speculate  with  his  staff  about  the  future  and 
what  ESPN  will  look  like  in  two,  five  and  10  years.  “We  don’t  do 


“WE  SELECTED  A 
STANDARD  FOR 
WHICH  THERE  WAS 
ABSOLUTELY  NO 
EQUIPMENT 
AVAILABLE. 


THAT  WAS  A 
TOTAL  RISK, 


-CHUCK  PAGANO,  EXECUTIVE 
VP  OF  TECHNOLOGY, 
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strategic  planning;  we  do  more  scenario  planning,”  he  says.  “What 
is  going  to  be  the  next  component  of  TV?  There’s  such  a  long  lead 
effort,  and  all  sorts  of  thing  can  happen  in  the  meantime.” 

A  more  immediate  concern  for  Pagano,  however,  is  to  remedy  the 
business-IT  disconnect  within  the  company,  which  traditionally 
put  TV  operations  first  and  relegated  IT  to  a  support  role.  ESPN’s 
foray  into  mobile  phone  service  illustrates  the  challenge. 

Launched  on  Super  Bowl  Sunday,  Mobile  ESPN  delivers  real¬ 
time  scores,  stats  and  video  highlights  to  phones  sporting  its  brand. 
However,  ESPN  doesn’t  operate  its  own  wireless  networks.  Acting  as 
a  mobile  virtual  network  operator,  or  MVNO,  it  purchases  minutes 
from  a  mobile  phone  operator  (ESPN  uses  Sprint).  It’s  an  intriguing 
business  that’s  gaining  traction,  but  one  with  huge  financial  and 
technological  investments.  Although  Mobile  ESPN  required  a  year 
and  a  half  of  high-level  strategizing,  IT  came  late  to  the  initiative.  “We 
got  brought  into  it  after  Mobile  was  a  done  deal,”  says  Cushing. 

Initially,  much  of  the  back-end  technology  for  Mobile  ESPN  was 
going  to  be  outsourced,  according  to  Cushing.  But  when  IT  was 
finally  brought  into  the  loop,  the  group  was,  in  fact,  able  to  deliver 
backup  infrastructure  and  other  services  to  the  Mobile  ESPN  team, 
rather  than  having  to  outsource  them.  If  IT  were  involved  earlier  in 
all  of  ESPN’s  decision  making,  Cushing  says,  the  department  “could 
have  a  better  impact.” 

Pagano  is  keenly  aware  of  this  fact.  His  strategy  to  make  the  IT 
department  more  visible  going  forward  rests  on  his  ability  to  ensure 
that  IT  has  a  seat  at  the  table  and  to  keep  it  in  lockstep  with  the  busi¬ 
ness  to  drive  products  to  consumers.  His  relationship  with  Boden- 
heimer  has  helped  him  champion  IT  as  a  strategic  partner  for  the 
business,  a  point  not  lost  on  Cushing.  “It  gives  us  a  chance  to  see 
what’s  happening  at  the  visionary  stage  as  opposed  to  being  reac¬ 
tionary,  and  it  brings  us  closer  to  the  business,”  says  Cushing.  “It’s  not 
an  us-and-them  anymore.” 

The  importance  of  a  unified  technology  department  is  also  not  lost 
on  Bodenheimer.  “At  various  points  in  our  history,  there  have  been 
waves  of  technology,”  Bodenheimer  says.  “We  are  riding  an  amazing, 
fast-to-shore  wave  right  now.  Technology  is  of  utmost  importance. 
Chuck  and  his  team  play  a  more  critical  role  than  ever.” 


A  BET  ON  THE  FUTURE 

Pagano’s  catalyst  for  change  lies  behind  the  shimmering  facade  of 
ESPN’s  Digital  Center.  Inside,  ESPN  production  staffers  are  busy 
editing  video  clips  and  graphics  via  file  servers  with  more  than  200 
terabytes  of  storage  and  retrieval  capability.  More  than  7  million 
feet  of  cable  snake  through  the  building,  which  came  online  in 
2004.  In  addition  to  digital  HD  workstations  and  production  facil¬ 
ities,  the  building  houses  three  HDTV  studios  that  are  home  to 
ESPN’s  studio  shows,  including  SportsCenter. 

Back  in  2001,  Pagano,  then  senior  VP  of  engineering  and  tech¬ 
nology,  made  a  multimillion-dollar  bet  that  the  emerging  720  Pro¬ 
gressive  standard  for  high-definition  TV  would  still  be  relevant  by 
the  time  the  Digital  Center  was  completed.  No  one  knew  if  the 
standard  could  scale  to  ESPN’s  needs  or  if  the  equipment  and  tools 
would  be  available  as  the  project  progressed.  “We  selected  a  stan- 
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dard  [for  which]  there  was  absolutely  no  equipment  available,” 
Pagano  says  of  the  Digital  Center.  “That  was  a  total  risk.”  The  720 
Standard  (as  well  as  the  1080i)  did  become  one  of  the  two  main 
standards  for  HDTV,  and  to  some  degree,  analysts  say,  ESPN’s 
embrace  of  HDTV  has  helped  spur  its  growth. 

ESPN’s  success  in  the  digital  world  now  depends  on  how  much 
it  can  leverage  Pagano’s  HDTV  bet  and  capitalize  on  the  center’s 
technology  to  manipulate,  repurpose  and  dispense  content  digitally 
over  various  mediums.  “The  Holy  Grail  for  TV  facilities  has  always 
been  reuse,”  says  Bill  Lamb,  ESPN’s  VP  of  systems  engineering  and 
electronic  maintenance.  “You  make  it  once  and  you  reuse  it  as 
many  times  as  effective.” 

ESPN  is  already  getting  some  payback  here.  Lamb  says  staffers 
using  the  new  digital  workstations  have  shaved  an  hour  off  produc¬ 
ing  a  highlight  package  for  SportsCenter.  It’s  hard  to  get  them  to  go  back 
to  the  videotape  environment  once  they’ve  tasted  life  in  the  Digital 
Center,  he  says.  But  despite  the  jump  to  digital,  ESPN  is  still  using 
videotape.  Production  staffers  need  access  to  old  clips  recorded  on  the 
network’s  more  than  1.3  million  tapes.  Dependency  on  tape  will 
lessen  as  more  ESPN  programs  are  recorded  digitally  and  more  of 
the  150  programs  that  flow  into  ESPN  each  day  from  other  broad¬ 
casters  arrive  in  a  digital  format. 

The  center’s  ability  to  provide  unlimited  access  and  easy  reuse 
of  content  is  also  enabling  emerging  business  models  that  were  not 
possible  before  at  ESPN,  such  as  Mobile  ESPN  as  well  as 
ESPN360  and  ESPN  Motion— video-on-demand  products 
consumers  get  through  ESPN.com.  This  allows  the  swift  delivery 
of  on-air  content  through  other  mediums.  “We  now  have  the  flex¬ 
ibility  to  manipulate  our  content  in  a  way  that  makes  sense, 
whether  it’s  for  an  iPod  screen  or  a  cellular  phone  or  the  connect¬ 
ing  game  console  on  your  television,”  says  _ 

ESPN.com’s  LaBerge. 

But  the  transition  from  analog  to  digital 
remains  a  challenge.  “We’re  inventing  new 
concepts  as  we  go,”  says  Pagano,  who  knows 
first-hand  that  tapping  into  new  technolo¬ 


Take  the  Tour 


For  a  VIDEO  TOUR  of  ESPN's  Digital  Center, 
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gies  is  not  without  risk.  Early  in  his  engineering  career  at  ESPN, 
Pagano  specified  and  developed  a  videotape  playback  device  that 
could  play  commercials  back  in  an  automated  sequence.  That  device 
ended  up  not  working  with  ESPN’s  existing  equipment  and  was 
deemed  a  total  blunder.  The  lesson  for  Pagano? 

“You  have  to  allow  people  to  try  different  things  and  learn  from 
their  mistakes,”  he  says.  ‘And  you  have  to  be  there  to  help  them  take 
the  heat  [when  things  go  wrong].” 

DEALING  WITH  THE 
TECHNOLOGICAL  STORM 

Like  other  content  providers,  ESPN  is  hammering  out  intellectual 
property  issues  using  digital  rights  management,  or  DRM— tech¬ 
nology  tools  that  define  distribution  and  control  consumer  access 
to  digital  content,  such  as  video  clips,  music  and  movies.  “The  good 
news  is  that  nobody  knows  what  they’re  doing.  The  bad  news  is  that 
nobody  knows  what  they’re  doing,”  says  Vamsi  Sistla,  director  of 
broadband  and  digital  home  media  at  ABI  Research. 

The  trick  is  balancing  wide,  multichannel  distribution  of  content 
with  intellectual  property  controls  that  prevent  some  type  of  Nap¬ 
ster  nightmare.  “On  the  Internet,  most  of  the  media  formats  are 
still  in  their  early  stages  of  development,”  says  Sistla.  “There  are  no 
established  structure,  rules  and  regulations  for  rights  management, 
Internet  browsers,  operating  systems  and  device  capabilities.” 

Different  devices  support  different  DRM  standards— creating  a 
costly  and  confusing  proposition  for  content  providers.  “As  people 
move  their  media  from  the  PC  to  other  devices,  such  as  handhelds  and 
video  players,  you  have  to  support  multiple  DRMs,”  says  LaBerge. 
“You  have  to  commit  to  one  or  the  other,  otherwise  your  content 
won’t  play.”  He  says  which  DRMs  ESPN  will  support  are  a  work  in 
progress:  “It  is  something  that  we  are  in  the  process  of  figuring  out.” 

However,  where  intellectual  property  and  content  are  concerned, 
ESPN’s  strategy  is  clear:  “We  don’t  believe  everything  on  the  Inter¬ 
net  wants  to  be  free.  You  can’t  necessarily  give  it  all  away,”  LaBerge 
says.  “We  believe  it’s  a  mix.” 

That  mix  is  evident  in  ESPN.com’s  Insider  offering— a  paid  con¬ 
tent  model  that  provides  access  to  premium  material  that  fans  can’t 
get  elsewhere,  such  as  some  of  Peter  Gammons’  baseball  commen¬ 
tary  and  ESPN’s  NFL  draft  analysis.  It  seems  to  be  working.  LaBerge 
says  the  top  metric  used  to  gauge  Insider’s  success  is  total  sign-ups, 
which  has  shown  steady  growth.  But  ESPN,  like  others,  is  still  tweak¬ 
ing  the  pay-for-content  model  online.  Last  year  it  did  an  about-face 
and  stopped  charging  for  online  fantasy  football. 

As  Pagano  walks  through  the  Digital  Center,  he  feels  humbled  by 
what  he  and  his  team  are  striving  to  accomplish.  “I’m  awed  every 
time  I  go  in  there,”  he  says.  But  much  like  the  athletes  ESPN  puts  on 
display  every  day,  Pagano  refuses  to  admit  to  feeling  the  pressure 

_  of  the  big  game.  “I  sleep  perfect  at  night,” 

he  says.  “The  pressure  is  good.  It  makes 
you  good.”  BE] 


Senior  Writer  Thomas  Wailgum  can  be  reached 
at  twailgum@cio.com. 
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Ken  Jeanos,  director  of 
inside  sales  and  operations 
with  Panasonic  Industrial, 
is  resisting  customer 
demands  to  abandon  EDI. 


Smart  companies  are 
taking  theirtransition  from 
EDI  to  the  Internet  slowly— 
to  keep  IT  costs  down  and  let 
suppliers’  and  customers’ 
investments  in  technology 
catch  up. 


KEN  JEANOS,  director  of  inside  sales 
and  operations  with  Panasonic  Industrial,  once 
believed  the  Internet  would  make  his  company 
more  efficient.  The  company,  a  multibillion- 
dollar  division  of  Matsushita  Electric  Indus¬ 
trial,  distributes  electronic  components,  storage 
devices  and  semiconductors,  among  other  prod¬ 
ucts,  to  original  equipment  manufacturers  and 
electromechanical 
subcontractors.  Pana¬ 
sonic  Industrial  had 
used  electronic  data 
interchange— a  stan¬ 
dard  means  of  ex¬ 
changing  purchasing 
information  —  for 
more  than  15  years, 
and  it  worked  well  for  the  company.  Neverthe¬ 
less,  the  Internet  promised  to  streamline  some 
business  processes  that  weren’t  EDI-enabled 
and  to  generally  help  the  company  meet  cus¬ 
tomer  needs  more  quickly,  at  a  lower  cost. 

However,  in  2001,  just  as  Jeanos’  expecta¬ 
tions  for  the  Internet  were  rising,  a  handful  of 
Panasonic’s  customers  asked  him  to  stop  using 
EDI  altogether  and  to  use  their  extranets  exclu¬ 
sively  to  exchange  purchase  orders,  invoices 
and  forecasts.  Jeanos  understood  why.  Accord¬ 
ing  to  industry  analysts  and  CIOs,  shifting  to 
extranets  can  allow  a  company  to  shut  off  its 
EDI  networks,  and  save  as  much  as  several 
hundred  thousand  dollars  a  year  on  fees  for 
value-added  networks  (VANs),  the  private  net- 

6  9 


Reader  ROI 

::  Why  suppliers  and 
customers  are  at 
odds  over  EDI 

::  How  to  hold  down 
the  costs  of  operat¬ 
ing  multiple  B2B 
e-commerce  systems 


www.cio.com  |  MAY  1,  2006 


B2B  E-Commerce 

work  providers  that  lease  communication 
lines  for  EDI,  map  data  between  trading 
partners  and  test  systems. 

But  the  move  to  extranets  from  EDI  is 
not  nearly  as  advantageous  for  Panasonic 
Industrial.  In  fact,  extranets  are  eroding 
efficiencies  Panasonic  gained  from  EDI, 
because  extranets  create  more  manual 
work  for  Panasonic  employees.  “I  have  peo¬ 
ple  spending  all  day  on  one  customer,  going 
to  their  website  to  confirm  purchase  orders 
and  post  advanced  shipment  notifications 
and  invoices,”  Jeanos  says,  adding  that  if 
Panasonic’s  customers  continue  to  force 
him  to  use  extranets,  he  will  have  to 
increase  his  headcount  up  to  10  percent  in 
the  area  of  customer  service. 

For  example,  if  a  customer  requests  a 
forecast  from  Panasonic,  one  of  Jeanos’ 
demand  planners  has  to  go  to  the  cus¬ 
tomer’s  extranet  to  find  the  information  the 
customer  wants  in  the  forecast.  The 
demand  planner  then  has  to  type  that  infor¬ 
mation  into  Panasonic’s  ERP  system.  Once 
the  ERP  system  creates  the  forecast,  the 
demand  planner  has  to  manually  enter  the 
forecast  into  the  customer’s  extranet.  With 
EDI,  that  entire  process  had  been  auto¬ 
mated.  Jeanos  says  integrating  Panasonic’s 
ERP  system  with  each  of  its  customers’ 
extranets  isn’t  an  option  either,  due  to  the 
expense.  Even  if  integration  were  finan¬ 
cially  feasible,  some  of  Panasonic’s  cus¬ 
tomers  wouldn’t  allow  it  because  of  security 
concerns. 

Like  Panasonic  Industrial,  many  manu¬ 
facturing  suppliers  feel  increasing  pres¬ 
sure  to  abandon  EDI,  and  they’re 
experiencing  plenty  of  pain  as  a  result.  The 
trend  has  affected  the  electronics  and  high- 
tech  industries  most  acutely,  although  it 
has  emerged  in  other  industries  as  well. 
According  to  David  Sommer,  vice  president 
of  e-commerce  with  CompTIA,  an  elec¬ 
tronics  industry  association,  OEMs  want 
to  ditch  the  mixed  transaction  environ¬ 
ments  in  which  they  currently  operate 
(where  they  use  some  combination  of  EDI 
or  B2B  portals  and  multiple  data  for¬ 
mats,  including  XML  and  Excel  files)  and  to 
standardize  on  one  electronic  transaction 
method  to  save  money.  Portals  have  become 
their  system  of  choice  because  they  are 
Web-based,  and  therefore  the  OEMs  think 
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A  STRATEGY  FOR 
THE  MID-MARKET 


Getthe  maximum 
benefit  from  your 
e-commerce 
investment 


B2B  e-commerce  poses  unique  challenges  for  mid¬ 
market  companies.  Those  that  undertake  such  projects 
are  often  doing  so  at  the  behest  of  their  much  larger 
customers  (think  Wal-Mart  pushing  RFID  chips), 
and  not  because  they're  trying  to  improve  their  own 
market  position,  says  Bill  Swanton,  vice  president  of  research  with  AMR  Research. 
Nevertheless,  he  adds,  mid-market  companies  have  the  most  to  gain  from  B2B 
e-commerce,  so  they  should  consider  ways  to  automate  as  much  of  their  trading 
as  they  can. 

"Mid-market  companies  have  an  opportunity  to  fundamentally  change  the 
operating  costs  associated  with  their  customer  and  supplier  relationships,”  says 
Swanton.  The  trick  is  to  find  an  approach  to  B2B  trading  that  won’t  burden  them 
with  application  development.  After  all,  most  don’t  have  large  staffs,  Swanton  notes, 
and  the  people  they  have  are  probably  focused  on  bigger  projects,  like  consolidat¬ 
ing  their  ERP  systems. 

Swanton  sees  two  options:  Companies  can  build  their  own  B2B  trading  plat¬ 
forms,  or  outsource  to  a  trading  hub  like  GSX,  SupplyWorks  or  E20pen.  For 
companies  that  are  building  their  own  platforms,  he  suggests  they  stick  with  tech¬ 
nology  they  already  have  to  minimize  development  costs.  For  example,  if  a  company 
is  running  Oracle  ERP,  he  recommends  implementing  Oracle’s  iSupplier  Portal 
product  to  share  purchase  orders,  delivery  information  and  payment  status  with 
suppliers.  A  company  should  also  favor  a  platform  that  the  majority  of  its  trading 
partners  will  be  able  to  use,  whether  that’s  a  portal,  EDI  or  XML. 

The  other  option  is  to  outsource  to  a  vendor  that  operates  a  trading  hub.  These 
vendors  serve  as  intermediaries  between  buyers  and  suppliers,  helping  to  automate 
transactions  for  technologically  unsophisticated  trading  partners.  They  can  turn 
faxes  into  EDI  or  XML  and  vice  versa,  for  example,  so  that  their  customers  don’t 
have  to  bother  with  data  translation.  In  this  way,  mid-market  companies  get  all  the 
benefits  of  automated  trading  without  having  to  do  it  themselves.  -M.L. 


they  can  cajole  all  their  trading  partners 
into  using  them.  Portals  also  give  OEMs  “a 
cheap  way  to  collect  data,”  according  to 
Sommer,  because  the  portal  puts  the  onus 
for  data  entry  on  suppliers.  A  CompTIA 
survey  on  B2B  e-commerce  last  fall  found 
portals  are  becoming  more  widely  used:  31 
percent  of  respondents  said  they  had  done 
more  trading  using  portals  in  the  previous 
year  than  ever  before. 

But  in  the  process,  suppliers  are  getting 
squeezed.  In  the  same  survey,  77  percent 
of  respondents  said  trading  over  the  Web 
provided  fewer  advantages  than  other  B2B 
trading  mechanisms  like  EDI.  For  instance, 
CompTIA  found  that  manually  inputting 
information  from  an  ERP  system  into  a  por¬ 
tal  can  take  as  much  as  90  minutes  while 
the  same  process  using  EDI  takes  just  five 
minutes.  It  also  increases  the  possibility  of 


errors,  such  as  mistyped  product  numbers 
and  quantities,  that  don’t  occur  when  sys¬ 
tems  communicate  through  EDI. 

Although  standardizing  on  one  trading 
platform  sounds  sensible  in  theory  (who 
wouldn’t  want  to  reduce  their  costs  and  their 
technical  complexity?),  the  idea  that  buyers 
could  force  their  trading  partners  to  dump 
EDI  strikes  some  CIOs  and  e-commerce 
experts  as  preposterous.  Abandoning  EDI 
“is  a  giant  step  backwards,”  says  Ranga 
Jayaraman,  CIO  of  Hitachi  Global  Storage 
Technologies,  a  $4.2  billion  disk  driver 
maker.  “It  doesn’t  make  sense,”  says  Steve 
Phillips,  CIO  of  Avent,  an  $11.1  billion  elec¬ 
tronics  manufacturer  and  distributor.  “If 
you  already  have  EDI  set  up,  the  cost  of 
switching  is  prohibitive.” 

Not  only  that,  but  it  could  be  bad  for 
business.  Forcing  suppliers  to  the  Web 
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could  cost  buyers  in  the  long  run,  as  sup¬ 
pliers  pass  their  increased  costs  back  up 
the  supply  chain,  according  to  Bill  Swanton, 
vice  president  of  research  with  AMR  Re¬ 
search.  Furthermore,  one  platform  can’t 
realistically  support  every  trading  partner 
and  every  business  process.  “We  usually 
give  our  clients  a  shortlist  of  five  different 
solutions  for  getting  their  trading  partners 
onboard  electronically,  including  a  portal, 
file  transfer,  XML,  EDI  and  Web  services,” 
says  Benoit  Lheureux,  a  research  director  in 
Gartner’s  architecture  and  infrastructure 
group.  “That  way,  they  cover  their  bases 
and  will  be  a  good  company  to  do  business 
with  because  they’re  not  being  myopic.” 

In  other  words,  for  the  foreseeable 
future,  most  companies  will  have  to  oper¬ 
ate  a  hybrid  trading  environment  and 


make  the  best  of  it.  For  OEMs,  this  means 
resisting  the  urge  to  drop  EDI  because  it’s 
so  entrenched  in  the  supply  chain.  For 
suppliers,  it  means  compromising  with 
customers,  perhaps  by  using  third-party 
B2B  integration  providers  to  send  and 
receive  information.  For  both,  it  means  the 
challenge  of  finding  other  ways  to  control 
costs  by  building  a  system  for  converting 
data  from  one  format  to  another  or  by  out¬ 
sourcing  this  work  to  someone  else. 

Great  Web  Hopes 

o  understand  why  manu¬ 
facturers  are  so  enthusiastic 
about  portals,  it  helps  to 
recall  the  beginning  of 
e-commerce.  And  the  begin¬ 
ning  of  e-commerce  was 
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EDI.  Back  in  the  1960s,  EDI  was  a  revolu¬ 
tionary  technology— the  first  standard  way 
of  exchanging  data  about  orders,  shipments 
and  financial  transactions.  It  promised  to 
make  manufacturing  supply  chains  more 
efficient  through  automation  of  paper- 
based  processes.  And  to  a  large  extent  it 
succeeded. 

But  adoption  of  EDI  through  the  1970s 
and  1980s  was  limited  to  big  companies 
that  could  afford  the  hundreds  of  thou¬ 
sands  of  dollars  each  year  to  license  the 
software,  operate  the  linkages,  support 
multiple  protocols,  connections  and  data 
formats,  and  to  pay  the  VANs.  So,  although 
large  companies  did  benefit  from  EDI,  the 
gains  did  not  extend  to  their  transactions 
with  smaller  suppliers,  which  couldn’t 
afford  to  implement  it.  When  the  Web  made 
its  big  splash  in  the  late  1990s,  CIOs  seized 
on  it  as  the  solution  to  interacting  elec¬ 
tronically  with  their  smaller  trading  part¬ 
ners.  According  to  Mark  Settle,  CIO  of 
Arrow  Electronics,  they  also  viewed  the 
Web  as  the  solution  that  would  help  them 
achieve  their  dream  of  managing  their 
inventories  in  real-time  (EDI  transactions 
were  traditionally  conducted  in  batches). 
Thus,  companies  established  Web-based 
portals  that  these  small  suppliers  could  use 
in  lieu  of  their  phones  and  fax  machines  to 
place  and  confirm  orders. 

Around  the  same  time  that  the  Web  was 
growing  in  popularity  as  an  e-business 
platform,  40  companies  in  the  high-tech 
industry,  including  IBM,  Motorola  and 
Sony,  formed  a  nonprofit  consortium  called 
RosettaNet  to  develop  open  standards 
based  on  XML  for  real-time  B2B  trading. 
Herman  Stiphout,  president  of  RosettaNet, 
says  B2B  trading  had  become  so  compli¬ 
cated  in  the  high-tech  industry  that  each 
company  in  a  supply  chain  had  its  own 
way  to  quote  prices,  disseminate  shipping 
information  and  reconcile  invoices,  in¬ 
cluding  different  varieties  of  EDI.  Rosetta- 
Net’s  founders  wanted  to  create  standard, 
automated  ways  of  executing  business 


Kevin  Whitfield,  VP  of  IT  for  Central 
Lewmar,  says  a  Web  portal  makes 
e-commerce  easier  to  manage. 
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The  Brother  Advantage 

Comprehensive  selection 
Increased  productivity 
>•  Lower  acquisition  costs 


Brother  Printer,  Fax  and  Multi-Function  Center®  models  - 
designed  to  increase  productivity  while  decreasing  overhead. 


>-  Reduced  consumable  costs 
>-  24/7/365  support  and  service 
>-  /iree  evaluation  program 


Considering  that  over  94%  of  Fortune  1000  company  employees  work 
outside  corporate  headquarters*,  equipping  them  with  a  cost-effective 
solution  is,  to  say  the  least,  a  major  challenge. 

That's  why  Brother's  Commercial  Division  is  committed  to  providing 
superior  and  reliable  imaging  solutions  that  increase  productivity  while 
reducing  costs.  This  enables  businesses  like  yours  to  effectively  address 
critical  organizational  goals  and  challenges. 

But  it  is  our  product  reliability,  coupled  with  a  responsive  nationwide 
support  and  service  network,  that  has  companies  like  yours  putting  Brother 
at  the  top  of  their  requisition  lists. 

Brother's  Commercial  Division  welcomes  the  opportunity  to  put  our 
resources  to  work  for  you.  Contact  us  today  so  we  can  show  you  how  we 
can  positively  impact  your  bottom  line  while  enhancing  your  performance. 


Desktop  Laser  Solutions  Color  Laser  Solutions 


Network  Printer  Solutions  Fax  Solutions 


For  more  information,  call  1-866-455-7713. 

^Purchase  Influence  in  Larger  American  Businesses  (Erdos  &  Morgan,  2001). 
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processes  like  product  design,  inventory 
management  and  distributing  product 
information.  In  practice,  observes  Arrow’s 
Settle,  RosettaNet  has  become  a  supple¬ 
ment  to  EDI  for  companies  in  the  elec¬ 
tronics  and  automotive  industries  that  can 
afford  to  deploy  the  new  technology  and 
that  use  it  for  complicated  processes  that 
are  not  yet  automated.  For  everyone  else 
who  wants  to  do  Web-based  e-commerce, 
portals  are  the  easiest  option. 

The  Problem  with  Portals 

et  the  cost  and  complexity 
associated  with  supporting 
multiple  B2B  e-commerce 
platforms  is  precisely  why 
some  companies,  like  the 
mid-market  paper  distribu¬ 
tor  Central  Lewmar,  are  trying  to  stan¬ 
dardize  on  one  platform.  “We  don’t  want 
to  have  two,  three  or  four  e-commerce  con¬ 
nections  and  operations  running  with  dif¬ 
ferent  vendors.  It  complicates  our  business 
and  adds  to  the  cost  of  doing  business  every 
day,”  says  Kevin  Whitfield,  vice  president  of 
IT  for  the  $750  million  company.  Most  of 
Central  Lewmar ’s  business  is  done  over  the 
phone  or  by  fax,  although  two  of  its  cus¬ 
tomers  use  EDI.  Recently,  Central  Lewmar 
chose  a  portal  hosted  by  Liaison  Technolo¬ 
gies  as  its  standard.  Not  only  that,  but  the 
company  is  trying  to  push  its  portal  as  the 
de  facto  B2B  trading  platform  for  the  paper 
industry. 

Central  Lewmar  chose  a  portal  because 
the  XML-based  system  lets  the  company 
check  suppliers’  inventories  in  real-time. 
This  helps  the  company  serve  its  cus¬ 
tomers,  which  include  marketing,  com¬ 
mercial  printers  and  graphic  design 
companies,  more  quickly  when  they  call  to 
order  paper.  AMR  Research’s  Swanton  says 
portals  are  popular  because  anyone  with  a 
browser  can  access  one.  And  if  the  majority 
of  buyers’  trading  partners  are  using  the 
portal,  buyers  figure  it  makes  sense  to  go 
with  what  the  majority  uses  and  coax  the 
minority  using  EDI  onto  the  new  platform. 
By  getting  more  (if  not  all)  of  their  trading 
partners  to  use  the  portal,  buyers  maxi¬ 
mize  the  investment  they’ve  made  in  build¬ 
ing  them.  Portals  are  also  attractive  to 
buyers  because,  as  is  the  case  with  Central 


WHICH 
PLATFORM  IS 
RIGHT  FOR  YOU? 

Your  company  size  and 
business  processes  should 
determine  your  choice  of 
technology 


Newmar,  they  shift  the  burden  of  data  entry 
onto  suppliers.  Buyers  integrate  their  B2B 
portals  with  their  back-end  systems  for 
inventory  management,  purchasing  and 
accounting,  so  their  business  processes 
associated  with  purchasing  and  invoicing 
are  automated  on  their  end. 

The  problem  with  automation  using 
portals  is  that  it  tends  to  be  one-sided.  Sup¬ 
pliers  can’t  achieve  the  same  level  of  auto¬ 
mation  because  the  Web  portals  don’t 
easily  integrate  with  their  back-end  sys¬ 
tems.  Suppliers  could  use  a  third-party 
integration  services  provider  to  connect 
their  systems  to  their  buyers’  portals— the 
approach  Central  Newmar  has  offered  its 
suppliers.  But  that’s  too  expensive  for  a 
supplier  to  do  for  all  of  its  buyers.  Conse¬ 
quently,  only  one  of  Central  Newmar’s 
trading  partners— International  Paper,  its 
largest  supplier— is  using  the  portal.  Whit¬ 
field  says  some  suppliers  are  reluctant  to 
do  business  through  an  intermediary,  and 
others  lack  the  technology  to  support  XML 
transactions.  (For  more  about  how  adop¬ 
tion  of  B2B  portals  is  affecting  mid-market 
companies,  see  “A  Strategy  for  the  Mid- 
Market,”  Page  70.) 

EDI,  meanwhile,  has  shed  some  of  the 
disadvantages  of  the  past— batch  process¬ 
ing  of  transactions,  for  example— that  have 
generated  criticism.  “Ten  years  ago,  when  I 
worked  for  an  oil  company,  we  ran  EDI 
cycles  twice  a  day”  because  VANs  charged 
per  batch  of  transmissions  sent  and  com¬ 
panies  didn’t  want  to  send  them  too  often, 
says  Arrow’s  Settle.  Now  EDI  can  be  sent 
over  the  Internet,  providing  the  real-time 
advantages  of  newer  transaction  methods. 
While  EDI  remains  a  sizeable  investment, 
the  Internet  makes  it  less  expensive.  The 
VANs  have  also  lowered  their  prices  due 
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EDI 

BEST  FOR:  Big  companies  that  have 
the  budgets  and  staff  to  implement 
and  maintain  it,  and  trading  partners 
with  which  they  have  long-term, 
strategic  relationships. 

USE  FOR:  Routine  business 
processes  and  high-volume 
transactions  such  as  posting 
shipment  notifications,  sending 
invoices  and  confirming  purchase 
orders. 

Web  Portals 

BEST  FOR:  Small  and  midsize 
companies  that  don’t  have  the  IT 
staff  or  the  budget  to  do  EDI,  as  well 
as  for  dealing  with  trading  partners 
with  which  your  company  does 
business  infrequently. 

USE  FOR:  Low-volume  transactions. 

XML  (including  Web  services 
and  RosettaNet) 

BEST  FOR:  Large,  leading-edge 
companies  with  healthy  R&D  budgets 
for  experimenting  with  this  new 
technology. 

USE  FOR:  Business  processes  that 
require  real-time  transactions,  such 
as  collaborative  forecasting  and  look¬ 
ing  up  item  pricing  and  availability. 
XML  transaction  sets  such  as  Roset¬ 
taNet  (which  was  developed  by  the 
electronics  industry)  are  also  good 
for  automating  new  business 
processes  that  were  never  developed 
in  EDI,  such  as  identifying  whether 
electrical  components  are  made  with 
hazardous  materials.  -M.L. 


to  the  competition  they’ve  seen  from  portals 
and  new  standards  such  as  RosettaNet. 

Rob  Barrett,  vice  president  of  solutions 
engineering  for  E20pen,  which  provides 
software  and  services  that  help  companies 
conduct  B2B  e-commerce,  blames  the 
debate  over  portals  and  EDI  on  those  ven¬ 
dors  who  have  created  products  that  can’t 
easily  be  integrated.  Because  portal  ven¬ 
dors’  solutions  can’t  process  EDI  trans¬ 
missions  and  vice  versa,  companies  are 
forced  to  look  to  a  middleware  vendor  to 
integrate  those  systems,  he  says.  Since 
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YOUR  JOB  IS  TO  KEEP  SYSTEMS  AND  APPLICATIONS  RUNNING. 
OUR  MISSION  IS  TO  KEEP  PEOPLE  AND  INFORMATION  CONNECTED. 

LET’S  WORK  TOGETHER. 


Continuous  access  to  information  no  matter  what.  That’s 
Information  Availability.  It's  what  your  employees,  suppliers 
and  customers  demand  every  minute  of  every  day.  But  to 
deliver  it  flawlessly,  you  need  a  massive  global  infrastructure, 
redundant  systems  and  diverse  networks  being  monitored  and 
supported  by  skilled  technical  experts  at  secure  facilities. 
That’s  exactly  what  SunGard  provides. 

As  a  result,  we  can  offer  you  a  higher  level  of  availability  and 
save  your  company,  on  average,  25%*  versus  building  the 
infrastructure  yourself.  Plus,  it’s  a  vendor  neutral  solution  that 
lets  you  control  your  data,  applications  and  network  while 
giving  you  the  flexibility  to  adjust  to  the  changing  needs  of  your 
business.  But  best  of  all,  it  lets  you  spend  more  time  solving 
business  problems  and  less  time  solving  technical  problems. 


For  years,  companies  around  the  world  have  turned  to  SunGard 
to  restore  their  systems  when  something  went  wrong.  So,  it’s  not 
surprising  that  they’re  now  turning  to  us  to  mitigate  risk  and 
make  sure  they  never  go  down  in  the  first  place. 

You  want  your  network  and  systems  to  always  be  up  and  running.  We 
want  the  same  thing.  Let’s  get  together.  To  learn  more,  contact  us  at 
1-800-468-7483  or  go  to  www.availability.sungard.com/masteria  and 
get  your  free  copy  of  the  book  “Mastering  Information  Availability.” 

SUNGARD 

Availability  Services 

‘Potential  savings  based  on  IDC  White  Paper,  Ensuring  Information  Availability:  Aligning  Customer 
Needs  with  an  Optimal  Investment  Strategy. 
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most  companies  don’t  want  to  undertake 
such  costly  integration  efforts,  they’re 
forced  to  choose  one  system,  and  they  tend 
to  choose  the  portal  because  more  people 
can  access  it.  Their  business  partners 
who’ve  used  EDI  are  suddenly  forced  to 
use  the  portal  too.  “Shame  on  the  vendors 
for  making  what  should  be  a  discussion 
about  business  processes  between  trading 
partners  a  lengthy  religious  debate  about 
technology,”  he  says. 

Two  Ways  to  Cope 

The  technology  debate  won’t 
be  resolved  anytime  soon, 
which  means  most  compa¬ 
nies  will  have  to  support  a 
variety  of  platforms,  from 
legacy  investments  in  elec¬ 
tronic  data  interchange  to  the  latest  Web- 
based  system.  Although  supporting 
multiple  environments  is  more  expensive 
than  standardizing  on  one  system,  two  com¬ 
panies,  Arrow  Elec¬ 
tronics  and  Hitachi 
Global  Storage  Tech¬ 
nologies,  have  found 
ways  to  control  the 
costs. 

Arrow  supports 
many  B2B  data  stan¬ 
dards,  including  EDI,  RosettaNet  and  other 
XML  standards,  portals  and  flat  files.  The 
$11  billion  company  distributes  electronics 
products  such  as  semiconductors  from  600 
suppliers  to  more  than  130,000  OEMs,  and 
provides  some  business  services,  such  as 
inventory  management.  To  cope  with  each 
trading  partners’  technical  requirements, 
Arrow  used  a  development  platform  from 
WebMethods  to  create  software  that  con¬ 
verts  files  from  the  variety  of  formats  it 
receives  from  customers  to  formats  that 
Arrow’s  systems  can  handle. 

A  preprocessor  program  identifies  who 
sent  a  particular  transaction,  the  type  of 
transaction  (whether  it’s  a  purchase  order, 
an  invoice  or  an  advance  shipment  notice, 
for  example),  the  format  (Excel  file,  EDI, 
RosettaNet  or  something  else),  and  the  data 
that’s  contained  in  the  file.  A  mapping  pro¬ 
gram  converts  the  file  from  whatever  format 
the  customer  used  into  formats  Arrow’s 
financial  and  order-entry  systems  can 


process.  Within  the  mapping  program, 
Arrow  developed  one  generic  data  map  for 
each  type  of  transaction.  For  example,  a  cus¬ 
tomer’s  purchase  order  will  be  converted 
to  the  generic  map  Arrow  created  for  pur¬ 
chase  orders. 

The  maps  make  it  easy  for  Arrow  to 
bring  new  trading  partners  on  board, 
regardless  of  what  technology  they  use, 
says  Donna  Cozzolino,  Arrow’s  e-com- 
merce  director.  “We  have  about  4,000  dif¬ 
ferent  types  of  partners  and  transactions, 
yet  we  only  have  about  800  mapping  pro¬ 
grams,  because  we  created  these  generic 
maps  that  developers  can  reuse.”  Finally,  a 
post-processor  program  determines  to 
which  of  Arrow’s  systems  the  file  needs  to 
be  sent:  Purchase  orders  go  to  the  sales 
order-entry  system,  invoices  to  the  finan¬ 
cial  system.  For  data  conversions  that  can’t 
be  automated,  Arrow  keeps  labor  costs 
down  by  using  offshore  developers  for  the 
hands-on  work. 


Meanwhile,  Hitachi  Global  Storage  has 
found  a  way  to  reduce  its  EDI  costs— with¬ 
out  forcing  trading  partners  onto  new  plat¬ 
forms— by  outsourcing  its  EDI  operations 
to  an  electronic  hub  operated  by  E20pen, 
one  of  a  number  of  companies  such  as  Ster¬ 
ling  Commerce,  GSX  and  Viacore,  that 
operate  B2B  exchanges  and  facilitate  B2B 
integration. 

The  company  had  used  electronic  data 
interchange  since  1996  and  spent  “a  good 
fraction  of  a  million  dollars”  annually  to 
maintain  its  EDI  infrastructure,  says  CIO 
Jayaraman.  But  Jayaraman  figured  he 


couldn’t  dump  EDI  wholesale  because  so 
many  suppliers  use  it. 

The  company  had  already  deployed  soft¬ 
ware  from  E20pen  to  facilitate  collabora¬ 
tion  between  its  factories  in  the  Philippines 
and  Japan  and  those  factories’  suppliers. 
So  Jayaraman  decided  to  use  the  pipe  it  had 
already  established  for  that  purpose  to  send 
EDI  documents  through  the  hub.  In  this 
way,  Hitachi  Global  Storage  has  been  able  to 
decommission  its  entire  EDI  infrastructure 
without  undoing  any  existing  automation 
used  by  its  trading  partners.  E20pen  main¬ 
tains  an  EDI  infrastructure  for  its  cus¬ 
tomers  and  updates  it  as  needed.  For 
example,  if  one  of  Hitachi  Global  Storage’s 
business  partners  establishes  a  new  loca¬ 
tion,  or  if  a  business  partner  wants  to  add 
another  transaction,  E20pen  will  add  the 
new  IP  address  or  transaction  to  the  exist¬ 
ing  EDI  maps  and  protocols.  Jayaraman 
says  the  move  to  E20pen  paid  for  itself  in 
nine  months. 

For  suppliers  such  as  Panasonic’s 
Jeanos,  who  also  uses  E20pen  when 
dealing  with  some  customers,  such  a 
solution  isn’t  ideal,  but  it’s  better  than 
using  proprietary  portals  and  manu¬ 
ally  keying  in  thousands 
of  lines  of  purchase  order 
data.  He  has  been  push¬ 
ing  buyers  who  want  him 
to  dump  EDI  to  consider 
the  drawbacks  of  such  a 
move.  In  the  process,  he 
says,  he  has  been  able  to 
forestall  indefinitely  hav¬ 
ing  to  use  two  of  his 
customers’  portals.  “They 
have  agreed  to  let  Pana¬ 
sonic  be  the  last  supplier  to  roll  onto  their 
[portal],”  he  says.  In  other  cases,  he  has 
convinced  buyers  to  push  files  to  him  elec¬ 
tronically,  or  to  allow  E20pen  to  pull  data 
from  buyers’  portals  and  transmit  it  elec¬ 
tronically  to  Panasonic.  Although  E20pen 
presents  an  additional  cost  for  Panasonic, 
Jeanos  says,  “I’d  rather  have  E20pen  push 
files  to  me  electronically  than  have  some¬ 
one  fatfinger  in  information.”  BE] 


E-mail  your  feedback  on  this  story  to  Senior 
Writer  Meridith  Levinson.  She  can  be  reached  at 
mtevinson@cio.com. 


The  technology  debate  won’t 
be  resolved  anytime  soon, 

which  means  most 
companies  will  have  to 
support  a  variety  of 
platforms,  from  EDI  to  the 
latest  Web-based  system. 
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INTELLIGENCE 


Arming  Their  Frontlines,  Enterprises  Derive 
Hard  Business  Value  From  Operational 
Business  Intelligence 

OPERATIONAL 


EXECUTIVE  SUMMARY 


BUSINESS  INTELLIGENCE  is  a  mature  technology 
that's  been  helping  executives  to  make  sound 
decisions  in  the  boardroom.  But  business  trends 
are  driving  new  usage  that  arms  frontline  employees — 
from  the  field  to  the  production  line — with  instant  access 
to  analytical  data  to  better  do  their  jobs.  Read  this  article 
to  find  out  how  operational  business  intelligence  can 
enable  your  employees  to  access,  analyze,  manage,  and 
distribute  useful,  real-time  business  intelligence  to 
today's  extended  enterprise. 


When  one  thinks  of  “business 
intelligence,”  it  typically  conjures 
visions  of  massive  amounts  of  raw 
data,  sophisticated  analytical 
calculations,  and  executive  dash¬ 
boards — certainly  nothing  that 
the  average  Joe  or  Josephine 
could  get  their  hands  on. 

Sure,  operational  folks  on  the 
frontline  can  get  the  information, 
perhaps  by  submitting  a  formal 
request  to  IT.  But  all  too  often,  the 
results  are  partial  views  of  some¬ 
what  relevant  data  in  unfamiliar 
formats  that  arrive  too  late. 

But  business  trends  have 
spurred  change.  Now,  operational 
employees — whether  in  the  field  or  on  the  production 
floor — can  get  the  intelligence  they  need,  when  they  need 
it.  What’s  more,  it  can  be  as  simple  and  powerful  as 
“Googling”  the  corporate  data  infrastructure. 

Information 

Enterprise 

Builders  Intelligence 

Custom  Publishing 
Advertising  Supplement 


The  Power's  in  the  Casual  User 

“The  message  from  end  users  is  loud  and  clear,”  says 
Keith  Gile,  an  analyst  at  Forrester  Research.  “They  want 
business  intelligence  to  help  them  do  their  jobs,  not  just 
report  on  data.” 

That’s  what  makes  his  definition  of  business  intelli¬ 
gence  (BI) — the  process  of  making  information  action¬ 
able — so  telling.  BI  helps  users  make  decisions,  analyze 
variables,  predict  trends,  synthesize  results,  and  deliver 
information.  That  is,  do  their  job  better.  So  the  question 
becomes:  who  are  the  users? 

In  a  recent  report,  The  Forrester  Wave :  BI  Reporting  and 
Analysis  Platforms,  Q1  2006,  Gile 
identifies  two  distinct  BI  classifica¬ 
tions:  analytical  reporting,  which  is 
“functionality-rich  OIAP/query 
mechanisms  targeted  at  power-user 
producers,”  and  enterprise  reporting, 
which  is  “format-rich  report¬ 
authoring  mechanisms  for  a  large 
community  of  casual  users.” 

These  two  categories  tell  a  tale  of  BI, 
past  and  future. 

In  the  past,  BI  was  reserved  for  the 
chosen  few:  business  line  managers 
using  sophisticated  analytical  tools  to 
measure  tactical  performance,  and 
senior  executives  using  dashboards  to 
build  and  refine  strategy. 

Going  forward,  however,  BI  is 
evolving  to  accommodate  the  needs  of  the  casual  users  to 
which  Gile  refers.  “Casual  users”  are  operational  employ¬ 
ees,  and  even  partners  and  customers. 

“Operational  business  intelligence  arms  the  frontline 
with  the  information  they  need  to  do  what  they  do  better,” 
says  Kevin  Quinn,  vice  president  of  product  marketing  at 
Information  Builders,  a  provider  of  business  intelligence 
and  real-time  Web  reporting.  This  new  wave  of  intelligence 
serves  up  real-time  data  to  impact  the  here  and  now. 


ADVERTISING  SUPPLEMENT 


BUSINESS  INTELLIGENCE 


Operations:  Where  the  Real  Value's  At 

Quinn  says  operational  business  intelligence  (OBI) 
offers  real  business  value,  resulting  in  enterprise-wide 
operational  efficiency  and  cost  savings  through  several 
key  benefits: 

•  Shortens  the  time  to  discovery 

•  Leverages  information  assets 

•  Distributes  intelligence  more  widely 

•  Improves  performance 

•  Monitors  business  activity 

Perhaps  more  intriguing,  OBI  helps  enterprises  save 
money  immediately.  “If  you  look  for  operational  applica¬ 
tions  or  processes  that  can  be  enhanced  by  BI  [as  opposed 
to  dashboard  applications] ,  you’ll  have  an  easier  time  with 
your  ROI,”  says  Quinn.  OBI  offers  hard  savings  that  are  easily 
quantified.  For  example,  a  correction  on  the  assembly  line 
can  yield  increased  output,  and  special  promotion  can 
right  a  down-tick  in  sales.  Both  would  have  direct  and 
immediate  impact  on  the  bottom  line. 

Arming  the  Frontline 

“A  key  requirement  for  business  intelligence  technology 
going  forward  will  be  to  efficiently  bridge  centralized 
information  management  with  distributed  information 
analysis  and  use,”  says  Quinn.  As  such,  there  are  several 
important  considerations. 

One  of  today’s  primary  challenges  is  the  sheer  volume 
of  enterprise  data.  Consider  the  obvious  data  sources:  data 
warehouses,  marts  and  stores,  applications,  transactions, 
Web  services,  documents,  and  e-mail.  Enterprises  must 
also  contend  with  heterogeneous  environments  with 
different  applications,  operational  systems,  databases, 
and  vendors — a  mix  that  is  forever  changing.  An  integrated 
data  infrastructure  provides  a  complete  view  of  intelli¬ 
gence  for  better  decision  making. 

Once  the  data  infrastructure  is  under  wraps,  OBI  accel¬ 
erates  decision  making.  Traditionally,  executives  have 
reacted  to  month-end  reporting.  They  ask,  “Why  did  this 
happen?  What  could  we  have  done  to  prevent  this?” 

OBI,  by  contrast,  enables  enterprises  to  look  for 
patterns  and  make  corrections  before  major  problems 
arise.  “By  finding  faster  and  more  effective  ways  to  turn 
data  into  relevant,  actionable  information,  organizations 
can  shorten  business  cycles,  increase  responsiveness,  and 
gain  a  competitive  edge,”  says  Quinn. 

Providing  intelligence  where  people  need  it  is  also 
important:  on  the  production  floor,  where  manufacturing 
folks  need  it.  Or  with  mobile  access,  so  field  reps  can  use  it 
on  the  road. 

Operational  BI  gets  really  interesting  when  enterprises 
start  embedding  intelligence  and  decision-making  capabil¬ 


ity  directly  into  business  processes.  “The  system  doesn’t  have 
to  interact  with  humans,”  says  Quinn.  “It  makes  decisions  for 
you” — for  example,  production  lines  automatically 
adjusting  for  bottlenecks  and  CRM  applications  auto¬ 
matically  stopping  out-dials  based  on  connect  failure 
predictions. 


OBI  Done  Right 

Quinn  provides  advice  on  selecting  the  right  OBI 
platform,  recommending  that  CIOs  look  for  three 
primary  attributes: 

INTEGRATION.  A  complete  intelligence  picture  is  criti¬ 
cal.  Look  for  a  solution  that  provides  a  unified  metadata 
layer  with  native  access  to  a  variety  of  databases  and 
information  sources,  including  relational,  legacy,  ERR 
and  CRM,  as  well  as  data  staged  in  warehouses  or  data 
marts  and  real-time  data  from  operational  systems. 
SCALABILITY.  Enterprises  need  to  make  their  data 
available  to  an  unlimited  number  of  people,  inside  and  out¬ 
side  the  enterprise.  Also,  look  for  Web  deployment  options 
to  ease  implementations  with  a  “zero-footprint”  client. 
INFORMATION  DELIVERY.  BI  solutions  must  distribute 
information  easily  to  everyone  who  needs  it,  when  and 
how  they  need  it.  CIOs  must  demand  an  information 
delivery  solution  that  meets  these  challenges  through 
intelligent  delivery  and  storage  of  information.  That 
means  “just-in-time”  information  delivery  with  choices 
such  as  alert-based  reporting,  periodic  summaries,  and 
pager  notification. 

Go  Operational 

Bringing  BI  to  an  operational  level  can  empower 
enterprises  with  the  real-time  intelligence  they  need  to 
maintain  an  advantage  in  these  competitive  times.  For 
more  information,  stay  tuned  for  future  installments  of 
this  OBI  supplement  series  as  we  explore  the  challenges  of 
integration  and  the  benefits  of  a  service-oriented  architec¬ 
ture  (SOA).  Now  is  definitely  the  time  to  go  operational.  • 


About  Information  Builders 


Information 

Builders 


Information  Builders  is  the  leader  in  enter¬ 
prise  business  intelligence  and  real-time 
Web  reporting.  The  company’s  WebFOCUS  product — the 
industry's  most  secure  and  flexible — is  able  to  meet  all  the 
reporting  needs  of  the  extended  enterprise,  ranging  from  ana¬ 
lysts  to  power  users  to  the  widest  deployments  for  hundreds  of 
thousands  of  users.  Additionally,  WebFOCUS’  empowerment  of 
organizations  seeking  to  leverage  all  their  data  by  accessing  it 
all — from  legacy  to  data  warehouse — is  unmatched. 

For  more  information,  visit  www.informationbuilders.com 
or  call  1-8QO-969-INFO. 
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A  Benchmark  for 

the  Strategic  CIO 


"If  I  were  talking  to  a  CEO  or  president.  I’d  tell  him 
it’s  insane  to  make  any  strategic  decisions  without  the  CIO 
at  the  table,”  says  Gerry  McCartney,  assistant  dean  of  the 
Krannert  School  of  Management  at  Purdue  University. 


CEOs  seem  to  agree.  Over  the  past 
year  or  so,  CEOs  have  been  telling 
their  IT  chiefs  that  they  need  them  on 
their  team.  They  need  them  to  drive 
the  business  and  to  be  strategists. 

This  growing  mandate  for  the 
CIO— supported  by  findings  in  the  lat¬ 
est  “State  of  the  CIO”  survey  (see  www2 
.cio.com/research)— is  causing  sleepless 
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nights  for  CIOs  who  lack  direct  busi¬ 
ness  experience.  What  does  it  mean  to 
be  strategic?  How  does  a  CIO  know  if 
he’s  doing  the  right  things  well? 

To  help  both  CIOs  and  CEOs  get  a 
firm  grip  on  the  strategic  elements  of  the 
role,  in  early  January,  nearly  20  mem¬ 
bers  of  the  CIO  Executive  Council  set 
out  to  develop  a  benchmark  that  would 
define  and  measure  the  performance  of 


the  strategic  aspects  of  the  role.  The 
result,  fine-tuned  by  several  CEOs,  is  a 
scoring  system  attached  to  20  key  indi¬ 
cators  that  fall  into  four  groups: 

1.  Strategic  IT  leadership 

2.  Strategic  business  leadership 

3.  IT-business  strategic  alignment 

4.  Application  of  the  CIO’s  unique 
knowledge  and  perspective 

The  CIO’s  knowledge  and  perspec¬ 
tive  are  perhaps  the  most  critical  and 
least  appreciated  parts  of  his  role.  “The 
unique  advantage  of  the  CIO  is  his 
view  into  and  understanding  of  the 
business,”  says  David  Gutierrez,  CIO  of 
ING  Americas.  “CIOs  understand  the 
internal  and  external  customers  and 
how  departments  work  with  each 
other.”  Therefore,  he  says,  CIOs  are 
well-positioned  to  generate  and 
develop  new  ideas  about  the  business. 

For  example,  he  says,  when  an 
annuity  is  about  to  mature  at  ING,  it 
means  that  a  lump  sum  of  money  is 
being  released— money  that  could  end 
up  out  of  ING’s  purview  if  oversight  is 
limited  to  an  individual  business  silo. 
Enterprisewide  integration,  however, 
ensures  the  appropriate  department 
would  be  aware  of  an  annuity’s  matu¬ 
rity  and  would  be  able  to  offer  a  serv¬ 


ice  to  retain  that  money.  “This  requires 
a  shift  away  from  a  product-centric 
view  to  a  customer-centric  view  that 
crosses  traditional  lines  of  business,” 
says  Gutierrez,  a  perspective  that  is 
natural  to  the  CIO  position. 

The  big-picture  view  not  only  identi¬ 
fies  and  drives  cross-enterprise  strate¬ 
gic  synergies,  it  focuses  on  what’s  best 
for  the  organization  as  a  whole.  “The 
CIO  should  be  concerned  only  about 
value  to  the  whole  organization,  bring¬ 
ing  an  impartial,  informed  voice  to  the 
table  when  making  strategic  deci¬ 
sions,”  says  McCartney. 

And  of  course,  CIOs  alone  can  con¬ 
tribute  a  deep  understanding  of  tech¬ 
nology.  “My  unique  value  proposition 
for  Stanford  is  my  broad  IT  back¬ 
ground,”  says  Carolyn  Byerly,  CIO  of 
Stanford  Hospital  and  Clinics.  “I’m  at 
the  table  with  the  CEO  as  one  of  five 
direct  reports.  We  spend  two  hours 
each  week  talking  about  business 
strategy,  and  we  each  bring  our  unique 
expertise  to  that.  Mine  is  how  to  use 
information  to  achieve  our  vision.” 

We  invite  all  IT  leaders  to  use  the 
self-assessment  tool.  Ask  your  col¬ 
leagues,  boss  and  staff  to  fill  out  the 
peer-review  version.  We’ll  aggregate  the 
data  (anonymously,  of  course)  to  com¬ 
pare  and  contrast  perspectives.  This 
data  will  help  enlighten  those  in  IT  and 
the  rest  of  the  business  as  to  what  it 
means  to  be  a  strategic  CIO.  tad 


Richard  Pastore  ( rpastore@cio.com ),  managing 
director  of  content  development  for  the  Council, 
and  Michael  Swenson  ( mswenson@cio.com ), 
director  of  research  for  the  Council. 


The  CIO  Executive  Council  is  a  professional  organization  for  CIOs  founded  by  CIO's  publisher.  To  learn  more  about  the  Council,  visit  www.cioexecutivecouncil.com  or 
contact  Vice  President  of  Development  Dexter  Siglin  at  dsiglin@cio.com  or  508  935-4493. 
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Itfc  OK  to  show  off  to  your  friends 
that  you  were  in  CIO. 


But  it 'seven  better  to 
show  your  customers. 


What  better  way  to  inform  your  key  customers 
of  your  editorial  coverage  in  CIO  than  through 
customized  Editorial  Reprints? 


Leverage  the  positive  impact  of  your  editorial 
coverage  by  using  reprints  for  direct  mail 
campaigns,  seminar  promotions,  employee 
communications,  recruiting  and  marketing 
programs.  Let  us  enhance  your  reprints  with  your  company's 
logo,  address,  and  sales  message.  Reprints  make  great  SALES  tools 
for  trade  shows,  mailings  or  media  kits. 


And  while  a  framed  copy  of  your 
article  will  look  neat  on  your  wall,  it 
will  look  even  better  in  the  hands  of 
your  customers. 


Business  Technology  Leadership 


■  Ancillary  ■ 

Revenue  H 

Services  |  L^ssawBeKail 

[INTERNATIONAL  CORP.  | 

|  MANAGED  REPRINT  PROGRAMS  1 


For  more  information  on  customized  editorial  reprints  in  volume  quantities, 
contact  Jennifer  Eclipse  at  212.221.9595  x237  or  email  jeclipse@parsintl.com. 
Website:  www.magreprints.com/quickquote.asp 


WHAT  YOUR  REMOTE  WORKERS  ARE  REALLY  DOING 


Out  of  Sight,  Out  of  Control 


You’re  away  from  the  office  and  on  a 
conference  call  with  three  of  your  staffers 
who  are  back  in  the  IS  shop.  You  hear  some 
music  in  the  background  and  then  a  glass 
breaks. 

What  they  say  happened:  A  glass  of  water 
fell  off  their  workspace,  amidst  all  of  the 
hard  work  and  Ethernet  cables. 

What  you  think  happened:  The  techies  are 
partying  like  its  1999,  and  Stu  just  dropped 
his  margarita. 

What  you  should  do:  Call  the  CSO,  a.k.a. 
Darth  Vader,  and  ask  him  to  go  down  and 
investigate. 

You’re  talking  up  a  new  handheld 
CRM  application  with  the  VP  of  sales  who 


is  working  out  of  a  remote  office,  and  she 
seems  a  bit  distracted. 

What  she  says:  Her  assistant  keeps 
interrupting  her  with  phone  messages. 
What  you  think  she  was  doing:  Black- 
Berry-ing  her  sales  colleagues  about  the 
boring  conversation  she's  having  with 
some  IS  guy. 

What  you  should  do:  “Accidentally" 
shut  down  her  BlackBerry  service  and 
see  if  that  gets  her  attention. 

YOU  Send  an  urgent  IM  to  your  project 
manager  who  is  “working  at  home.”  No 
response  for  two  hours. 

What  he  says:  "I  was  putting  out  a  fire  with  a 
key  business  partner  and  couldn’t  respond." 


What  you  think  happened:  His  taxes  are 
overdue,  his  iPod  needed  updating,  and  Jerry 
Springer  had  Nazi  lesbians  on  the  show. 
What  you  should  do:  Tell  him  you  had 
video  cameras  installed  on  all  of  the 
laptops  and  you  know  what’s  going  on. 

You’re  using  WebExtogo  over  a  criti¬ 
cal  presentation  on  a  new  software  rollout, 
and  no  one  in  the  other  offices  is  asking 
any  questions. 

What  they  say  they’re  doing:  Engrossed  in 
your  every  word  and  taking  copious  notes. 
What  you  think  they  are  doing:  Using  the 
live  chat  feature  to  message  each  other  on 
what  a  “dead  in  the  water”  project  this  is. 
What  you  should  do:  Tell  them  that  100 
percent  of  their  bonuses  are  tied  to  this 
project’s  success. 

You're  on  a  conference  call  with  the 
board  of  directors,  talking  up  a  new  ERP 
rollout,  when  they  have  to  put  you  on  mute. 
What  they  say  they  are  doing:  Confiden¬ 
tially  discussing  a  key  financial  question. 
What  you  think  happened:  The  group  is 
still  trying  to  figure  out  what  “ERP" 
stands  for. 

What  you  should  do:  Explain  to  them  what 
ERP  is— for  the  50th  time! 

Your  CEO  is  calling  the  help  desk  in 
a  panic. 

What  he  says:  “Someone  stole  my  laptop!" 
What  you  think  happened:  He  got  up  to  go 
to  the  bathroom  in  Starbucks  and  left  his 
laptop  on  the  table.  See  ya! 

What  you  should  do:  Tell  him  you’ve 
terminated  his  network  connection— even 
though  you  had  never  given  him  network 
access  in  the  first  place— and  that  he’ll 
have  a  new  laptop  on  his  desk  Monday 
morning.  Sir. 
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ILLUSTRATION  BY  JASON  FORD 


INTRODUCING  BUILT  IN  BroadbandConnect 


the  only  built  in  wireless  connection 
that  works  in  more  places  than  you  do. 


Get  a  Dell™  Latitude  notebook  equipped  with  Cingular's 
supercharged  wireless  network. 


DOLL 


Available  on  the  Dell  Latitude  D620  and  D820. 
Nothing  to  install.  Just  activate  and  go. 


Runs  on  Cingular's  BroadbandConnect  and  EDGE, 
the  largest  national  high-speed  wireless  data  network. 


Broadband  speeds  on  the  3G  global  standard 
everywhere  BroadbandConnect  is  available. 


Access  your  business-critical  information 
in  13,000  cities  and  towns  and  in  100  countries 
around  the  world. 


More  secure  than  Wi-Fi  with  a  wider 
coverage  area  -  no  hotspots  required. 


CINGULAR  MAKES  BUSINESS  RUN  BETTER 


Click  www.cingular.com/dell 

X  cinqular 

raising  theban-.iill 


Coverage  not  available  in  all  areas.  Cingular  covers  273  million  people.  Wireless  service  not  included  with  notebook.  Other  conditions  and  restrictions  apply. 
The  Dell  logo  is  a  trademark  of  Dell  Computer  Corporation.  ©2006  Cingular  Wireless.  All  rights  reserved. 


NO  VIRUSES. 

NO  SPAM. 

NO  DOWNTIME. 
EMAIL  DONE  RIGHT. 


No  one  can  promise  complete  email  security  and  availability.  We  don’t  live  in  that  kind  of  world. 
Yet  one  company  has  earned  a  worldwide  reputation  for  making  email  as  secure  and  available  as 
it  is  important.  A  company  that  not  only  screens  out  viruses,  spam  and  spyware,  but  also  provides 
solutions  for  speedy  recovery  in  case  of  system  failure.  A  company  that  reduces  storage  costs 
by  archiving  to  secondary  storage  and  blocking  unwanted  emails.  A  company  that  provides 
management  tools  for  efficient  email  retention  and  fast  email  discovery.  A  company  that  does 
email  right.  Symantec.  Because  we  know  it’s  not  just  email,  it’s  your  business.  For  more 
information  visit  www.symantec.com/esa  or  call  800-745-6054  BE  FEARLESS. 


www.symantec.com/vision 
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